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Title  45 — Public  Welfare 

CHAPTER  I— OFFICE  OF  EDUCATION, 
DEPARTMENT  OF  HEALTH,  EDUCA¬ 
TION,  AND  WELFARE 

PART  190— BASIC  EDUCATIONAL 
OPPORTUNITY  GRANT  PROGRAM 

AGENCY:  Office  of  Education,  HEW. 
ACTION:  Final  regulation. 

SUMMARY:  This  rule  revises  and  con¬ 
solidates  all  Basic  Educational  Oppor¬ 
tunity  Grant  regulations  other  than 
those  contained  in  the  Family  Contri¬ 
bution  Schedules.  The  regulations,  re¬ 
sulting  from  a  notice  of  proposed  rule¬ 
making  published  on  May  15,  1978, 
more  clearly  define  the  administration 
of  the  program  and  implement  rele¬ 
vant  portions  of  the  Education 
Amendments  of  1976  and  the  Middle 
Income  Student  Assistance  Act. 

EFFECTIVE  DATE:  These  regula¬ 
tions  are  expected  to  take  effect  45 
days  after  they  are  transmitted  to 
Congress.  Regulations  are  usually 
transmitted  to  Congress  several  days 
before  they  are  published  in  the  Fed¬ 
eral  Register.  The  effective  date  is 
changed  by  statute  if  Congress  disap¬ 
proves  the  regulations  or  takes  certain 
adjournments.  If  you  want  to  know 
the  effective  date  of  these  regulations, 
call  or  write  the  Office  of  Education 
contact  person. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Mr.  William  Moran.  Acting  Chief, 
Basic  Grants  Policy  Section,  Divi¬ 
sion  of  Policy  and  Program  Develop¬ 
ment,  ROB-3,  Room  4318.  400  Mary¬ 
land  Avenue,  S.W.,  Washington, 
D.C.  20202,  (202)  472-4300. 

SUPPLEMENTARY  INFORMATION: 

A.  Overview  of  the  Program  and  the 
Regulations 

The  Basic  Educational  Opportunity 
Grant  Program  is  intended  as  a  means 
of  assisting  students  in  the  continu¬ 
ation  of  their  training  and  education 
at  the  postsecondary  level  by  provid¬ 
ing  a  "foundation”  or  "floor”  of  finan¬ 
cial  aid  to  help  defray  educational 
costs.  The  program’s  entitlement  fea¬ 
ture  distinguishes  it  from  other  finan¬ 
cial  aid  programs  administered  by  the 
Office  of  Education. 

Tht  Basic  Grant  Program  was  estab¬ 
lished  by  the  Education  Amendments 
of  1972  and  began  operation  in  the 
1973-74  academic  year  with  an  appro¬ 
priation  of  $122.1  million.  During  that 
year  approximately  185,000  students 
received  awards  ranging  from  $50  to 
$452.  The  program  has  experienced 
dramatic  growth  since  its  first  year  of 


RULES  AND  REGULATIONS 

existence,  and,  during  the  1978-79 
award  period,  estimates  indicate  that 
nearly  2.4  million  students  will  receive 
awards  ranging  from  $50  to  $1,600 
based  on  an  appropriation  of  $2,168 
billion. 

The  regulations  for  the  Basic  Grant 
Program  may  be  divided  into  two 
broad  categories:  the  Family  Contribu¬ 
tion  Schedules  and  the  Administrative 
and  Technical  regulations.  The  Family 
Contribution  Schedules  are  the  formu¬ 
las  used  in  determining  a  student’s  eli¬ 
gibility  for  a  Basic  Grant  on  the  basis 
of  need.  The  legislation  governing  the 
program  requires  that  these  schedules 
be  submitted  annually  for  public  com¬ 
ment  and  for  review  by  both  Houses  of 
Congress.  The  remaining  program  reg¬ 
ulations— concerning  institutional  ad¬ 
ministration  of  the  program,  computa¬ 
tion  of  awards,  and  all  other  matters 
except  those  included  in  the  annually 
published  Family  Contribution  Sched¬ 
ules— are  referred  to  as  the  Adminis¬ 
trative  and  Technical  regulations. 

The  new  Administrative  and  Techni¬ 
cal  regulations  published  here  super¬ 
sede  previous  regulations  published  in 
the  Federal  Register  on  November  6, 
1974,  December  2,  1974,  and  August 
10,  1976.  In  preparing  this  revision  of 
the  Basic  Grant  regulations,  three 
major  objectives  were  established: 
first,  to  write  the  regulations  as  clear¬ 
ly  and  concisely  as  possible;  second,  to 
incorporate  the  applicable  provisions 
of  the  Education  Amendments  of  1976 
and  the  Middle  Income  Student  Assist¬ 
ance  Act:  and  third,  to  respond  to 
problems  in  the  operation  of  the  pro¬ 
gram  which  were  not  adequately  ad¬ 
dressed  in  the  former  regulations. 

The  notice  of  proposed  rulemaking 
from  which  these  regulations  result 
was  published  in  the  Federal  Register 
on  May  15,  1978,  and  public  comment 
was  solicited.  Copies  of  the  NPRM 
were  mailed  by  the  Office  of  Educa¬ 
tion  to  financial  aid  administrators 
and  fiscal  officers  at  more  than  6,000 
eligible  postsecondary  institutions  as 
well  as  to  a  number  of  student  groups, 
education  associations,  and  other  in¬ 
terested  parties.  Public  hearings  were 
conducted  in  Washington,  D.C.  on 
May  31,  in  Chicago  on  June  2,  and  in 
San  Francisco  on  June  5.  A  total  of  40 
people  representing  numerous  organi¬ 
zations  presented  their  views  on  the 
proposed  regulations  at  these  hear¬ 
ings.  Additionally,  during  the  30-day 
period  for  public  comment,  275  letters 
were  received  from  individuals,  institu¬ 
tions.  and  educational  organizations 
containing  comments,  criticisms,  rec¬ 
ommendations,  and  questions  on 
nearly  every  section  of  the  proposed 
regulations.  All  comments  were  given 
careful  consideration  in  the  develop¬ 
ment  of  the  final  regulations.  A  sum¬ 
mary  of  these  comments  and  the 
Office  of  Education  responses  to  them 


is  included  as  an  appendix  to  these 
regulations.  The  comments  and  re¬ 
sponses  appear  in  the  numerical  se¬ 
quence  of  the  regulations  and  are 
identified  with  the  section  number 
and  title  of  the  regulation  to  which 
they  refer. 

B.  Summary  or  Major  Issues 

Among  the  issues  on  which  com¬ 
ments  were  received,  three  areas  of 
concern  were  predominant.  The  first 
of  these  concerned  the  differentiation 
in  treatment  in  the  proposed  regula¬ 
tions  between  proprietary  institutions 
and  public  and  private  non-profit  insti¬ 
tutions  regarding  the  admission  to  an 
eligible  program  of  persons  not  having 
a  high  school  diploma  or  GED  certifi¬ 
cate. 

Under  the  proposed  regulations,  an 
eligible  proprietary  institution  was 
limited  to  those  proprietary  schools 
that  restrict  their  enrollment  of  regu¬ 
lar  students  to  high  school  graduates 
or  their  equivalent.  The  definition  of 
an  eligible  program  in  a  proprietary 
institution  included  only  those  pro¬ 
grams  which,  among  other  things,  ad¬ 
mitted  as  regular  students  only  high 
school  graduates  or  their  equivalent. 
Section  190.4,  the  student  eligiblity 
section,  provided  that  Basic  Grants 
could  be  awarded  only  to  regular  stu¬ 
dents.  Finally  the  definition  of  a  regu¬ 
lar  student  described  that  student,  in 
effect,  as  a  student  who  enrolls  in  an 
institution  for  the  purpose  of  obtain¬ 
ing  a  degree  or  certificate  in  a  pro¬ 
gram  which  that  institution  is  quali¬ 
fied  to  give.  As  a  result  of  these  provi¬ 
sions.  non-high  school  graduates  or 
non-GED  certificate  holders  attending 
proprietary  institutions  were  ineligible 
to  receive  Basic  Grants.  Furthermore, 
their  presence  in  a  degree  or  certifi¬ 
cate  program  at  a  proprietary  institu¬ 
tion  made  both  that  program  and  that 
institution  ineligible  so  that  no  stu¬ 
dent  attending  that  program  would  be 
able  to  receive  a  Basic  Grant. 

Numerous  comments  were  received 
objecting  to  these  provisions.  Many 
felt  that  proprietary  schools  were 
being  unfairly  singled  out  in  contrast 
to  public  and  non-profit  private  insti¬ 
tutions.  and  that  non-high  school 
graduates  were  being  unfairly  treated. 

The  difference  in  treatment  between 
proprietary  institutions  and  public  and 
non-profit  private  institutions  was 
based  upon  the  statutory  definitions 
of  those  terms  as  they  existed  at  the 
time  the  proposed  regulations  were 
published.  Therefore  a  different  treat¬ 
ment  was  not  only  proper,  it  was  re¬ 
quired. 

Briefly,  the  historical  background 
for  the  difference  in  treatment  result¬ 
ing  from  the  statute  is  as  follows. 
Before  the  enactment  of  the  Educa¬ 
tion  amendments  of  1976.  one  require¬ 
ment  of  institutional  eligibility  was 
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that  an  institution  must  admit  as  reg¬ 
ular  students  only  persons  with  a  high 
school  diploma  or  the  recognized 
equivalent.  The  Education  Amend¬ 
ments  of  1976  amended  the  Higher 
Education  Act  of  1965  by  providing 
that  public  and  private  non-profit  in¬ 
stitutions  could  also  admit  as  regular 
students  "persons  who  are  beyond  the 
age  of  compulsory  school  attendance 
in  the  State  in  which  the  institution  is 
located  and  who  have  the  ability  to 
benefit  from  the  training  offered  by 
the  institution.”  This  statutory 
change  in  institutional  eligibility  re¬ 
quirements  did  not  affect  proprietary 
institutions.  However,  the  Middle 
Income  Student  Assistance  Act  has 
now  extended  this  change  in  institu¬ 
tional  eligibility  requirements  to  pro¬ 
prietary  institutions.  Consequently,  all 
differences  in  treatment  in  the  defini¬ 
tions  in  Subpart  A  of  the  proposed 
regulations  which  had  been  based 
upon  the  differing  statutory  defini¬ 
tions  have  been  removed  in  the  final 
regulations. 

The  second  major  area  of  concern  on 
which  comment  was  received  related 
to  a  new  procedure  for  calculating 
Basic  Grants  which  was  proposed  for 
term-based  institutions  using  credit 
hours.  This  procedure  was  set  forth  in 
§  190.64  of  the  NPRM.  As  described  in 
the  following  paragraphs,  under  that 
procedure  a  part-time  student’s  award 
would  more  accurately  reflect  his  or 
her  enrollment  status.  However  that 
procedure  would  also  involve  an  addi¬ 
tional  calculation  for  each  student. 
Many  commenters  felt  the  extra  work 
load  necessitated  by  this  additional 
calculation  would  outweigh  the  advan¬ 
tage  of  greater  equity  which  the  pro¬ 
posed  procedure  was  intended  to  pro¬ 
vide. 

In  order  to  receive  a  Basic  Grant,  a 
student  must  be  at  least  half-time. 
Current  program  regulations  define 
students  as  either  full-time,  three- 
quarter-time  or  half-time.  A  student 
enrolled  for  more  credits  than  the 
amount  needed  to  be  considered  half¬ 
time  but  less  than  the  amount  needed 
to  be  considered  three-quarter-time  is 
considered  a  half-time  student  and  re¬ 
ceives  an  award  computed  as  one-half 
of  the  amount  a  student  would  receive 
at  a  full-time  status. 

Similarly,  a  student  enrolled  at  less 
than  full-time  but  more  than  three- 
quarter-time  is  considered  three-quar¬ 
ter-time  for  Basic  Grant  purposes  and 
receives  an  award  computed  as  three- 
quarters  of  the  amount  a  full-time  stu¬ 
dent  would  receive. 

Under  the  proposed  rule,  students 
enrolled  less  than  full-time  would  no 
longer  have  been  divided  into  two  cat¬ 
egories.  Rather,  it  was  proposed  that  a 
student’s  status  as  part  time  would  re¬ 
flect  the  exact  degree  that  the  stu¬ 
dent’s  enrollment  is  related  to  full- 
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time  enrollment  status.  The  proposed 
rule  would  have  required  that  the  in¬ 
stitution  calculate  a  part-time  stu¬ 
dent’s  award  according  to  the  number 
of  credit  hours  that  student  was  en¬ 
rolled  in  for  that  term. 

For  example,  a  student  enrolled  in 
11  credit  hours  would  receive  a  three- 
quarter-time  award  under  the  current 
procedures.  Under  the  NPRM.'the  stu¬ 
dent  would  receive  'Via  of  the  full-time 
award  for  a  term.  The  issue  raised  by 
the  commenters  was  whether  the  in¬ 
creased  equity  to  the  student  is  worth 
the  increased  administrative  burden  to 
the  institution. 

The  vast  majority  of  commenters 
preferred  the  current  procedures 
where  students  are  defined  as  either 
full-time,  three-quarter-time,  or  half¬ 
time.  Several  said  the  proposal  made 
such  a  small  difference  in  the  amount 
of  the  award  that  it  was  not  worth  the 
effort  it  would  require  on  the  part  of 
the  institution  or  the  inconvenience  it 
would  create  for  the  student  because 
of  additional  delays  in  making  pay¬ 
ment. 

Based  on  the  suggestions  of  the  ma¬ 
jority  of  the  commenters,  the  Commis¬ 
sioner  has  decided  to  maintain  the 
current  award  calculation  procedures 
for  those  institutions  which  use  terms 
and  measure  progress  by  the  credit 
hour. 

The  Basic  Grant  Validation  effort— 
and  §  190.77  of  the  proposed  regula¬ 
tions  which  is  intended,  to  provide  the 
regulatory  basis  for  that  effort— was 
the  third  major  area  of  concern  on 
which  considerable  public  comment 
was  received. 

Beginning  with  the  1978-79  award 
period,  the  Office  of  Education  has 
initiated  an  expanded  effort  to  insure 
the  accuracy  of  the  information  on 
which  the  student’s  Basic  Grant  eligi¬ 
bility  is  calculated.  Basically,  this 
effort  consists  of  two  separate  process¬ 
es.  The  first  is  an  attempt  to  prevent 
or  minimize  errors  at  the  time  of  ap¬ 
plication  through  the  use  of  computer¬ 
ized  edit  checks  in  the  processing 
system.  As  applications  are  edited, 
those  not  meeting  established  criteria 
are  either  returned  to  the  applicant 
for  verification  or  processed  with  a 
printed  edit  check  assumption  on  the 
SER.  Currently,  more  than  250  state¬ 
ments  relating  to  edit  checks  may  be 
printed  on  the  SER.  The  second  is  the 
Basic  Grant  validation  effort— a  de¬ 
tailed  and  extensive  procedure  for 
verifying  the  data  which  appears  on 
the  SER. 

In  authorizing  the  second  of  these 
two  processes,  the  Office  of  Education 
has,  in  §  190.77  of  the  regulations,  out¬ 
lined  (1)  the  authority  for  such  a  ver¬ 
ification  effort,  and  (2)  the  general  re¬ 
sponsibilities  that  the  Commissioner, 
the  institution,  and  the  student  will 
have  in  their  respective  rules.  The 
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actual  mechanics  of  the  process  have 
not  been  detailed  in  the  regulation, 
but  rather  will  be  published  and  dis¬ 
tributed  as  procedures. 

The  response  of  the  financial  aid 
community  to  this  concept  of  verifica¬ 
tion  of  information  has  been  mixed. 
The  vast  majority  of  people  concede 
the  necessity  of  this  type  of  activity, 
but  disagree  in  a  number  of  areas 
about  the  specifics  of  what  should  be 
done.  Many  individuals  were  con¬ 
cerned  about  the  timing  of  this  re¬ 
quirement  and  suggested  various  alter¬ 
native  courses  of  action  to  alleviate 
the  timing  problem,  such  as  postpone¬ 
ment  for  one  year,  or  voluntary  com¬ 
pliance  for  the  first  year.  In  addition, 
many  people  felt  that  the  Office  of 
Education  should  centrally  verify  all 
applications  which  need  such  action 
either  before  or  after  a  Student  Eligi¬ 
bility  Report  is  generated  rather  than 
require  that  this  action  be  performed 
by  the  institutions. 

Several  people  also  offered  a  number 
of  specific  suggestions  related  to  the 
actual  mechanics  of  the  verification 
process.  Since  a  Validation  Procedures 
Handbook  had  already  been  published 
to  acquaint  the  financial  aid  communi¬ 
ty  with  the  anticipated  new  proce¬ 
dures.  many  of  those  specific  com¬ 
ments  dealt  with  those  procedures.  In 
this  area,  the  commenters  voiced  their 
preferences  on  a  number  of  items  in¬ 
cluding  (1)  the  actual  dollar  or  per¬ 
centage  figures  which  would  be  used 
as  tolerance  levels  as  far  as  the  degree 
of  accuracy  of  applicant  information  is 
concerned;  (2)  whether  the  institution 
should  be  able  to  calculate  and  dis¬ 
burse  awards  when  errors  are  known 
to  be  on  the  Student  Eligibility 
Report,  but  when  a  correction  of  those 
errors  would  cause  only  a  minimal 
change  in  the  applicants  award;  (3) 
whether  Supplemental  applications 
should  be  verified;  (4)  what  type  of 
documentation  should  be  accepted; 
and  (5)  how  institutions  and  students 
would  handle  situations  where  re¬ 
quested  documentation  from  various 
agencies  (i.e..  Social  Security  Adminis¬ 
tration,  Public  Welfare  Offices,  etc.) 
proved  unusually  hard  to  acquire. 

Institutional  officers  were  also  con¬ 
cerned  about  a  number  of  potential 
consequences  which  they  foresaw  if 
§  190.77  were  to  become  effective.  Basi¬ 
cally  these  types  of  problems  were  re¬ 
lated  to  either  (1)  costs  to  be  incurred 
by  the  school  both  in  terms  of  dollars 
and  time,  and  (2)  problems  that  verifi¬ 
cation  will  cause  those  students  who 
are  asked  to  comply. 

As  a  result  of  the  comments  received 
on  §  190.77  a  number  of  revisions  have 
been  made  to  clarify  and  more  precise¬ 
ly  define  the  responsibilities  of  the 
student,  the  institution,  and  the  Com¬ 
missioner.  Although  it  is  realized  that 
institutions  may  need  to  institute  ad- 
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ditional  administrative  processes  as  a 
result  of  the  validation  effort,  the 
Commissioner  believes  that,  in  order 
to  ensure  the  integrity  of  the  program, 
information  used  in  determining  Basic 
Grant  eligibility  must  be  as  accurate 
as  possible.  The  validation  effort  Is  in¬ 
tended  to  achieve  this  objective. 

The  public  comments  and  OE  re¬ 
sponses  about  the  areas  of  concern  de¬ 
scribed  above  are  set  forth  in  detail  in 
Appendix  A. 

(Catalog  of  Federal  Domestic  Assistance  No. 
13.539  Basic  Educational  Opportunity 
Grant  Program.) 

Dated:  November  16, 1978. 

Ernest  L.  Boyer, 

U.S.  Commissioner  of  Education. 

Dated:  January  13, 1979. 

Hale  Champion, 
Acting  Secretary  of  Health, 
Education,  and  Welfare. 

Part  190  of  Title  45  of  the  Code  of 
Federal  Regulations  is  amended  by  re¬ 
vising  Subparts  A,  B,  E,  F,  and  G  and 
by  adding  Subpart  H,  to  read  as  fol¬ 
lows: 

PART  190— BASIC  EDUCATIONAL 
OPPORTUNITY  GRANT  PROGRAM 

Subpart  A — Scope,  Purpose  and  General 
Definitions 

Sec. 

190.1  Scope  and  purpose. 

190.2  General  definitions. 

190.2a  Special  terms. 

190.3  Institution  of  higher  education. 

190.4  Eligible  student. 

190.5  Duration  of  student  eligibility. 

190.6  Basic  Grant  payments  from  more 
than  one  institution. 

190.7  Institutional  eligibility. 

190.8  Consortium  agreements. 

190.9  Determination  of  enrollment  status 
under  special  circumstances. 

190.10  Administrative  cost  allowance  to 
participating  schools. 

Subpart  B — Application  Procedures  for 
Determining  Expected  Family  Contribution 

Sec. 

190.11  Application. 

190.12  Certification  of  information. 

190.13  Deadline  for  filing  applications. 

190.14  Notification  of  expected  family  con¬ 
tribution. 

190.15  Applicant’s  request  for  recomputa¬ 
tion  of  expected  family  contribution  be¬ 
cause  of  clerical  or  arithmetic  error. 

190.16  Request  for  recomputation  of  ex¬ 
pected  family  contribution  because  of 
extraordinary  circumstance. 
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Subpart  C — (Expected  Family  Contribution  for 
Dependent  Students) 

Subpart  D — (Expected  Family  Contribution  far 
Independent  Students) 

Subpart  E — Casts  of  Attendance 

Sec.  * 

190.51  General  attendance  costs. 

190.52  Attendance  costs  for  students  Jn 
correspondence  study  programs. 

190.53  Attendance  costs  for  students  whose 
program  length  exceeds  the  academic 
year  at  institutions  using  clock  hours. 

190.54  Attendance  costs  for  incarcerated 
students. 

190.55  Attendance  costs  for  students  at 
U.S.  Armed  Forces  academies. 

Subpart  F — Determination  of  Basic  Grant 
Awards  ' 

190.61  Submission  process  and  deadline  for 
Student  Eligibility  Report. 

190.62  Calculation  of  a  Scheduled  Basic 
Grant  at  full  funding. 

190.63  Calculation  of  a  Scheduled  Basic 
Grant  at  less  than  full  funding. 

190.64  Calculation  of  a  Basic  Grant  for  a 
payment  period. 

190.65  Calculation  of  Basic  Grants  for  a 
term  which  occurs  in  two  award  periods. 

190.66  Transfer  student:  attendance  at 
more  than  one  institution  during  an 
award  period. 

190.67  Correspondence  study. 

Subpart  G — Administration  af  Grant 
Payments — Regular  Disbursement  System 

190.71  Scope. 

190.72  Institutional  agreement— Regular 
Disbursement  System. 

190.73  Termination  of  agreement— Regular 
Disbursement  System. 

190.74  Advancement  of  funds  to  institu¬ 
tions. 

190.75  Determination  of  eligibility  for  pay¬ 
ment. 

190.76  Frequency  of  payment. 

190.77  Verification  of  information  on  the 
SER— withholding  of  payments. 

190.78  Method  of  disbursement— by  check 
or  credit  to  student's  account. 

190.79  Affidavit  of  educational  purpose. 

190.80  Recovery  of  overpayments. 

190.81  Recalculation  of  a  Basic  Grant 
award. 

190.82  Fiscal  control  and  fund  accounting 
procedures. 

190.83  Maintenance  and  retention  of  rec¬ 
ords. 

190.84  Submission  of  reports. 

190.85  Audit  and  examination. 

Subpart  H — Administration  of  Grant 
Payments — Alternate  Disbursement  System 

190.91  Scope. 

190.92  Institutional  agreement— Alternate 
Disbursement  System  (ADS). 

190.93  Change  in  ownership  and  change  to 
the  Regular  Disbursement  System 
(RDS). 

190.94  Calculation  and  disbursement  of 
awards  by  the  Commissioner  of  Educa¬ 
tion. 


Sec. 

190.95  Termination  of  enrollment  and 
refund. 

190.96  Maintenance  and  retention  of  rec¬ 
ords:  access  for  purpose  of  audit. 

Authority:  Section  411  of  the  Higher 
Education  Act  of  1965  as  added  by  Section 
131(b)  of  Public  Law  92-318,  86  STAT  247- 
251  as  amended  (20  U.S.C.  1070a),  unless 
otherwise  noted. 

Subpart  A — Scope,  Purpose  and 
General  Definitions 

§  190.1  Scope  and  purpose. 

The  Basic  Educational  Opportunity 
Grant  (Basic  Grant)  Program  awards 
grants  to  help  financially  needy  stu¬ 
dents  meet  their  costs  of  post-second¬ 
ary  education. 

(20U.S.C.  1070a.) 

§  190.2  General  definitions. 

As  used  in  this  part: 

Academic  year:  (a)  A  period  of  time 
in  which  a  full-time  student  is  expect¬ 
ed  to  complete  the  equivalent  of  at 
least  2  semesters,  2  trimesters  or  3 
quarters  at  institutions  using  credit 
hours;  or 

(b)  At  least  900  clock  hours  of  train¬ 
ing  for  each  program  at  institutions 
using  clock  hours. 

(20U.S.C.  1088(c)(1).) 

Act  Title  IV-A-1  of  the  Higher  Edu¬ 
cation  Act  (HEA)  of  1965,  as  amended. 

Award  period :  The  period  of  time  be¬ 
tween  July  1  of  one  year  and  June  30 
of  the  following  year. 

Clock  hour:  The  equivalent  of— 

(a)  A  50  to  60  minute  class  lecture 
or  recitation;  or 

(b)  a  50  to  60  minute  faculty  super¬ 
vised  laboratory,  shop  training,  or  in¬ 
ternship. 

Commissioner:  The  U.S.  Commis¬ 
sioner  of  Education  or  his/her  desig¬ 
nee. 

Enrolled:  Completion  of  registration 
requirements  at  the  institution  a  stu¬ 
dent  is  attending. 

Enrollment  status: 

(a)  At  those  institutions  using  semes¬ 
ters,  trimesters,  quarters,  or  other  aca¬ 
demic  terms  and  measuring  progress 
by  credit  hours,  enrollment  status 
equal’s  a  student’s  credit  hour  work 
loan  categorized  as  either  full-time, 
three-quarter-time,  or  half-time. 

(b)  At  those  institutions  which  meas¬ 
ure  progress  by  clock  hours  or  which 
measure  progress  by  credit  hours  or 
units  but  do  not  use  semesters,  trimes¬ 
ters,  quarters,  or  other  academic 
terms,  enrollment  status  equals  a  stu¬ 
dent's  work  load  categorized  by  the 
following  fraction: 


the  credit  or  clock  hour*  the  student  is 
expected  to  take  In  a  payment  period 
the  credit  or  clock  hour*  that  a  full-tine 
student  would  take  in  an  academic  year. 
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Full-time  student :  An  enrolled  stu¬ 
dent  who  is  carrying  a  full-time  aca¬ 
demic  work  load  (other  than  by  corre¬ 
spondence)  as  determined  by  the  insti¬ 
tution  and  which  is  applicable  to  all 
students  enrolled  in  a  particular  pro¬ 
gram.  However,  the  institution’s  full¬ 
time  standard  must  equal  or  exceed 
one  of  the  following  minimum  require¬ 
ments: 

(a)  12  semester  hours  or  12  quarter 
hours  per  academic  term  in  those  in¬ 
stitutions  using  standard  semester,  tri¬ 
mester  or  quarter  hour  systems; 

(b)  24  semester  hours  or  36  quarter 
hours  per  academic  year  for  institu¬ 
tions  using  credit  hours  to  measure 
progress  but  not  using  semester,  tri¬ 
mester  or  quarter  systems,  or  the  pro¬ 
rated  equivalent  for  programs  of  less 
than  one  academic  year; 

(c)  24  clock  hours  per  week  for  insti¬ 
tutions  using  clock  hours; 

(d)  In  those  institutions  using  both 
credit  and  clock  hours,  if  the  sum  of 
the  following  fractions  is  equal  to  or 
greater  than  one: 


number  of  credit  hours 

_ per  tern _  + 

12 


number  of  clock 
hours  per  week 
24 


(e)  A  series  of  courses  or  seminars 
which  equals  12  semester  hours  or  12 
quarter  hours  in  a  maximum  of  18 
weeks;  or 

(f)  The  work  portion  of  a  coopera¬ 
tive  education  program  in  which  the 
amount  of  work  performed  is  equiva¬ 
lent  to  the  academic  work-load  of  a 
full-time  student. 

(20  U.S.C.  1088(c)(2).) 

Good  standing:  The  eligibility  of  a 
student  to  continue  attending  the  in¬ 
stitution  In  which  he/she  is  enrolled 
in  accordance  with  the  standards  of 
the  institution. 

Half-time  student :  (a)  An  enrolled 
student  who  is  carrying  a  half-time 
academic  work  load  as  determined  by 
the  institution  and  which  amounts  to 
at  least  half  the  work  load  of  a  full¬ 
time  student,  (see  full-time  student). 

(b)  A  student  enrolled  solely  in  a 
program  of  study  by  correspondence 
who  is  carrying  a  work  load  of  at  least 
12  hours  of  preparation  of  work  per 
week.  However,  regardless  of  the  work 
load,  no  student  enrolled  solely  in  cor¬ 
respondence  study  will  be  considered 
more  than  a  half-time  student. 

Nonprofit  institution:  An  institution 
owned  and  operated  by  one  or  more 
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nonprofit  corporations  or  associations 
where  no  part  of  the  net  earnings  of 
the  institution  benefits  any  private 
share  holder  or  individual. 

(20  U^.C.  1141(c).) 

Payment  schedule:  (a)  A  table  show¬ 
ing  a  full-time  student’s  Scheduled 
Basic  Grant  for  a  given  award  period. 
This  table,  published  by  the  Commis¬ 
sioner.  is  based  on— 

(1)  The  Expected  Family  Contribu¬ 

tion  Schedules  described  in  Subparts 
C&D;  % 

(2)  Attendance  costs  as  defined  in 
Subpart  E;  and 

(3)  The  amount  of  funds  available 
for  making  Basic  Grants. 

(b)  The  Payment  Schedule  also  in¬ 
cludes  the  Disbursement  Schedules 
which  are  tables  showing  the  grant 
amounts  three-quarter  and  half-time 
students  would  receive  for  an  aca¬ 
demic  year. 

Scheduled  Basic  Grant  The  amount 
of  a  Basic  Grant  which  would  be  paid 
to  a  full-time  student  for  a  full  aca¬ 
demic  year. 

State:  The  States  of  the  Union, 
American  Samoa,  the  Commonwealth 
of  Puerto  Rico,  the  District  of  Colum¬ 
bia,  Guam,  the  Trust  Territory  of  the 
Pacific  Islands,  the  Virgin  Islands  and 
the  Northern  Mariana  Islands. 

(20  U.S.C.  114(b);  20  U.S.C.  1088(a)). 

Student  Eligibility  Report  ( SERY.  A 
report  provided  to  the  applicant  show¬ 
ing  the  amount  of  his/her  expected 
family  contribution. 

Three-quarter-lime  student  An  en¬ 
rolled  student  who  is  carrying  a  three- 
quarter-time  academic  work  load  as  de¬ 
termined  by  the  Institution  and  which 
amounts  to  at  least  three-quarters  of 
the  work  load  of  a  full-time  student 
(see  full-time  student). 

Undergraduate  student  A  student 
enrolled  in  an  undergraduate  course  of 
study  at  an  institution  of  higher  edu¬ 
cation  who: 

(a)  Has  not  been  awarded  a  bacca¬ 
laureate  or  first  professional  degree; 
and 

(b)  Is  in  an  undergraduate  course  of 
study  which  usually  does  not  exceed  4 
years,  or  is  enrolled  in  a  5-year  pro¬ 
gram  designed  to  lead  to  a  first  degree. 
(A  student  enrolled  in  any  other 
length  program  is  considered  an  un¬ 
dergraduate  student  for  only  the  first 
4  years.) 

(20  U.S.C.  1070a  unless  otherwise  noted.) 

§  190.2a  Special  terms. 

(a)  Eligible  program:  An  undergrad¬ 
uate  program  of  education  or  training 
which— 

(1)  Admits  as  regular  students  only 
persons  who— 

(i)  Have  a  certificate  of  graduation 
from  a  secondary  school  (high  school 
diploma). 


5261 

(ii)  Have  the  recognized  equivalent 
of  a  high  school  diploma,  (The  recog¬ 
nized  equivalent  of  a  high  school  di¬ 
ploma  is  defined  in  paragraph  (d)  of 
this  section.)* or 

(lii)  Are  beyond  the  age  of  compul¬ 
sory  school  attendance  in  the  State  in 
which  the  institution  is  located,  and 
have  the  ability  to  benefit  from  the 
education  or  training  offered.  An  insti¬ 
tution  must  document  a  student’s  abil¬ 
ity  to  benefit  from  the  training  of¬ 
fered  on  the  basis  of  a  standardized 
test,  other  measurement  instrument, 
practician  examination,  or  other  ver¬ 
ifiable  indicators  such  as  written  rec¬ 
ommendations  from  professional  edu¬ 
cators.  counselors,  or  persons  who  are 
not  employed  or  affiliated  with  the  in¬ 
stitution;  and 

(2)  (i)  Leads  to  a  bachelor,  associate 
or  undergraduate  professional  degree, 

(ii)  Is  at  least  a  two-year  program 
which  is  acceptable  for  full  credit 
toward  a  bachelor  degree, 

(ill)  Is  at  least  a  1-year  program  lead¬ 
ing  to  a  certificate  or  degree,  which 
prepares  students  for  gainful  employ¬ 
ment  in  a  recognized  occupation.  (A  1- 
year  program  is  defined  in  §  190.3(c)), 
or 

(iv)  Is,  for  a  proprietary  institution 
of  higher  education,  at  least  a  six- 
month  program  leading  to  a  certificate 
or  degree,  which  prepares  students  for 
gainful  employment  in  a  recognized 
occupation.  (A  six-month  program  is 
defined  in  $  190.3(d).) 

(b)  An  eligible  program  of  study  by 
correspondence  must  be  designed  to 
require  at  least  12  hours  of  prepara¬ 
tion  a  week. 

(c)  Regular  student  A  person  who 
enrolls  in  an  eligible  program  at  an  in¬ 
stitution  of  higher  education  for  the 
purpose  of  obtaining  a  degree  or  cer¬ 
tificate. 

(d)  Recognized  equivalent  of  a  high 
school  diploma  means— 

(1)  A  General  Education  Develop¬ 
ment  Certificate  (GED),  or 

(2)  A  state  certificate  received  after 
a  student  has  passed  a  State  author¬ 
ized  examination,  which  that  State 
recognizes  as  the  equivalent  of  a  high 
school  diploma. 

(e)  Payment  period— General. 

(1)  An  institution  must  have  at  least 
two  payment  periods  calculated  in  ac¬ 
cordance  with  subparagraph  (e)(2)  if 
it— 

(1)  measures  progress  in  clock  hours, 
or 

(ii)  measures  progress  in  credit  hours 
or  units  but  does  not  use  academic 
terms. 

(2)  If  the  student's  academic  year  is 
within  one  award  period  and  the  stu¬ 
dent’s  educational  program  is  not  less 
than  a  full  academic  year— 

(1)  The  first  payment  period  is  the 
first  half  of  the  student  f  academic 
year,  and 
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(ii)  The  second  payment  period  is 
the  second  half  of  the  student’s  aca¬ 
demic  year. 

(3)  If  the  student’s  academic  year  is 
NOT  within  one  award  period  or  the 
student’s  educational  program  is  LESS 
than  a  full  academic  year— 

(i)  The  first  payment  period  is  the 
first  half  of  the  hours  the  student  is 
scheduled  to  complete  within  the 
award  period,  and 

(ii)  The  second  payment  period 
begins  when  the  first  payment  period 
ends  and  ends  when  the  student  com¬ 
pletes  all  hours  he/she  was  scheduled 
to  complete  between  the  beginning  of 
the  second  payment  period  and  June 
30. 

(4)  A  student  with  incompleted 
hours  for  the  second  payment  period 
of  any  award  period  may  complete 
them  during  the  following  award 
period.  In  this  case,  the  first  payment 
period  of  the  new  award  period  begins 
when  the  student  finishes  all  carried 
over  hours  for  which  he/she  was  paid. 

(f)  Payment  period— Academic 
terms/credit  hour  institutions.  For 
those  institutions  which  use  academic 
terms  and  measure  progress  in  credit 
hours,  a  payment  period  is  a  span  of 
time  which  corresponds  with  each  se¬ 
mester,  trimester,  quarter  or  other 
academic  term. 

(20  U.S.C.  1070a.) 

§  190.3  Institution  of  higher  education. 

An  institution  of  higher  education  is 
a  public,  private  nonprofit  or  propri¬ 
etary  institution. 

(a)  A  public  or  private  nonprofit  in¬ 
stitution  of  higher  education  is  an  edu¬ 
cational  institution  which— 

(1)  Is  in  a  State; 

(2)  Admits  as  regular  students  only 
persons  who— 

(i)  Have  a  high  school  diploma,  or 

(ii)  Have  the  recognized  equivalent 
of  a  high  school  diploma,  or 

(iii)  Are  beyond  the  age  of  compul¬ 
sory  school  attendance  in  the  State  in 
which  the  institution  is  located,  and 
have  the  ability  to  benefit  from  the 
training  offered.  (An  institution  must 
document  a  student’s  ability  to  benefit 
from  the  training  offered  in  accord¬ 
ance  with  the  procedures  set  forth  in 
§  190.2a(a)(l)(iii).) 

(3)  Is  legally  authorized  to  provide 
an  education  program  beyond  second¬ 
ary  education  in  the  State  in  which 
the  institution  is  physically  located; 

(4)  Provides— 

(i)  An  educational  program  for 
which  it  awards  an  associate,  baccalau¬ 
reate,  advanced  or  professional  degree, 

(ii)  At  least  a  2-year  program  which 
is  acceptable  for  full  credit  towards  a 
baccalaureate  degree,  or 

(iii)  At  least  a  1-year  training  pro¬ 
gram  which  leads  to  a  certificate  or 
degree  and  prepares  students  for  gain- 
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ful  employment  in  a  recognized  occu¬ 
pation,  and 

(5)  Is- 

(i)  Accredited  by  a  nationally  recog¬ 
nized  accrediting  agency  or  associ¬ 
ation, 

(ii)  Approved  by  a  State  agency  rec¬ 
ognized  by  the  Commissioner  as  a  reli¬ 
able  authority  on  the  quality  of  public 
postsecondary  vocational  education  in 
its  State,  if  the  institution  is  a  public 
postsecondary  vocational  educational 
institution. 

(iii)  An  institution  which  has  satis¬ 
factorily  assured  the  Commissioner 
that  it  will  meet  the  accreditation 
standards  of  an  agency  or  association 
within  a  reasonable  time,  considering 
the  resources  available  to  the  institu¬ 
tion,  the  period  of  time  it  has  operated 
and  its  efforts  to  meet  accreditation 
standards,  or 

(iv)  An  institution  whose  credits  are 
accepted  on  transfer  by  at  least  3  ac¬ 
credited  institutions  on  the  same  basis 
as  transfer  credits  from  fully  accredit¬ 
ed  institutions. 

(b)  A  proprietary  institution  of 
higher  education  is  an  educational  in¬ 
stitution  which— 

(1)  Is  not  a  public  or  other  nonprofit 
institution; 

(2)  Is  in  a  State; 

(3)  Admits  as  regular  students  only 
persons  who— 

(i)  Have  a  high  school  diploma,  or 

(ii)  Have  the  recognized  equivalent 
of  a  high  school  diploma,  or 

(iii)  Are  beyond  the  age  of  compul¬ 
sory  school  attendance  in  the  State  in 
which  the  institution  is  located,  and 
have  the  ability  to  benefit  from  the 
training  offered.  (An  institution  must 
document  a  student’s  ability  to  benefit 
from  the  training  offered  in  accord¬ 
ance  with  the  procedures  set  forth  in 
§  190.2a  (a)(l)(iii).) 

(4)  Is  legally  authorized  to  provide 
postsecondary  education  in  the  State 
in  which  it  is  physically  located: 

(5)  Provides  at  least  a  6-month  pro¬ 
gram  of  training  to  prepare  students 
for  gainful  employment  in  a  recog¬ 
nized  occupation; 

(6)  Is  accredited  by  a  nationally  rec¬ 
ognized  accrediting  agency  or  associ¬ 
ation, 

(7)  Has  been  in  existence  for  at  least 
2  years.  The  Commissioner  considers  a 
school  to  have  been  in  existence  for 
two  years  if  it  was  legally  authorized 
to  provide,  and  has  provided,  a  train¬ 
ing  program  on  a  continuous  basis  to 
prepare  students  for  gainful  employ¬ 
ment  in  a  recognized  occupation 
during  the  24  months  (except  for 
normal  vacation  period)  preceding  the 
date  of  application  for  eligibility;  and 

(8)  Has  entered  into  an  agreement 
which  the  Commissioner  has  deter¬ 
mined  will  insure  that  the  availability 
of  assistance  to  students  under  Title 
IV  of  HEA  has  not  resulted  in,  and 


will  not  result  in,  increased  tuition, 
fees  or  other  charges  to  its  students. 

(c)  One  year  training  program.  A 
program  which  is  at  least— 

( 1 )  24  semester  or  trimester  hours  or 
units,  or  36  quarter  hours  or  units,  at 
an  institution  using  credit  hours  or 
units  to  measure  progress, 

(2)  900  clock  hours  of  supervised 
training  at  an  institution  using  clock 
hours  to  measure  progress;  or 

(3)  900  hours  of  preparation  in  a  cor¬ 
respondence  program. 

(d)  Six  month  training  program.  A 
program  which  is  at  least— 

(1)  16  semester  or  trimester  hours  or 

24  quarter  hours  at  institutions  using 
credit  hours  or  units  to  measure  prog¬ 
ress;  , 

(2)  600  clock  hours  of  supervised 
training  at  an  institution  using  clock 
hours  to  measure  progress;  or 

(3)  600  hours  of  preparation  in  a  cor¬ 
respondence  program. 

(20  U.S.C.  1141(a),  20  U.S.C.  1088(b)(3).) 

§  190.4  Eligible  student. 

(a)  A  student  is  eligible  to  receive  a 
Basic  Grant  if  the  student— 

(1)  Is  a  regular  student, 

(2)  Is  enrolled  in  good  standing  as  at 
least  a  half-time  undergraduate  stu¬ 
dent  at  an  institution  of  higher  educa¬ 
tion; 

(3)  Is  enrolled  in  an  eligible  program 
as  a  regular  student,  as  defined  in 
§  190.2a;  and 

(4)  (i)  Is  a  U.S.  citizen  or  National. 

(ii)  Is  a  permanent  resident  of  the 
U.S., 

(iii)  Is  in  the  U.S.  for  other  than  a 
temporary  purpose  and  can  provide 
evidence  from  the  Immigration  and 
Naturalization  Service  of  his/her 
intent  to  become  a  permanent  resi¬ 
dent,  or 

(iv)  Is  a  permanent  resident  of  the 
Trust  Territory  of  the  Pacific  Islands, 
or  the  Northern  Mariana  Islands. 

(b)  A  member  of  a  religious  order, 
community,  society,  agency  or  organi¬ 
zation— who  is  pursuing  a  course  of 
study  in  an  institution  of  higher  edu¬ 
cation  will  be  considered  as  having  a 
family  contribution  of  not  less  than 
$1,601  if  that  religious  order— 

(1)  Has  as  a  primary  objective  the 
promotion  of  ideals  and  beliefs  regard¬ 
ing  a  Supreme  Being; 

(2)  Requires  its  members  to  forego 
monetary  or  other  support  substan¬ 
tially  beyond  the  support  it  provides; 
and 

(3) (i)  Has  directed  the  member  to 
pursue  the  course  of  study,  or 

(ii)  Provides  subsistence  support  to 
its  member. 

(20  U.S.C.  1070a.) 

§  190.5  Duration  of  student  eligibility. 

(a)  A  student  is  eligible  to  receive  a 
Basic  Grant  for  the  period  of  time  re- 
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quired  to  complete  tin  undergraduate 
course  of  study.  That  period  is  usually 
4  academic  years,  but  may  be  extended 
up  to  one  additional  year  if— 

(1)  The  student  is  pursuing  a  5-year 
course  of  study  designed  to  lead  to  a 
first  degree;  or 

(2)  The  student  is  or  will  be  required 
to  enroll  in  a  noncredit  remedial 
course  of  study. 

(b)  For  the  purpose  of  paragraph 

(a),  a  noncredit  remedial  course  of 
study  is  a  course  of  study  for  which  no 
credit  is  given  toward  an  academic 
degree  and  which  is  designed  to  in¬ 
crease  the  ability  of  the  student  to 
pursue  an  undergraduate  course  of 
study  leading  to  such  a  degree. 

(c)  The  Commissioner  will  subtract 
from  each  student’s  period  of  eligibil¬ 
ity,  any  period  for  which  the  student 
has  received  a  Basic  Grant.  The  eligi¬ 
bility  used  during  an  award  period  will 
be  calculated  by  dividing  the  student’s 
actual  Basic  Grant  Award  for  that 
award  period,  by  the  student’s  Sched¬ 
uled  Basic  Grant  for  that  award 
period. 

(d)  If  a  student  has  received  an  over¬ 
payment  in  an  award  period,  the  over¬ 
payment  will  not  be  used  in  calculat¬ 
ing  the  amount  of  eligibility  used. 

(20  U.S.C.  1070a.) 

§  190.6  Basic  Grant  payments  from  more 
than  one  institution. 

A  student  will  not  be  entitled  to  re¬ 
ceive  Basic  Grant  payments  concur¬ 
rently  from  more  than  one  institution 
or  from  the  Commissioner  and  an  in¬ 
stitution. 

(20  U.S.C.  1070a.) 

§  190.7  Institutional  eligibility. 

(a) (1)  An  institution  of  higher  edu¬ 
cation  is  eligible  to  participate  in  the 
Basic  Grant  Program  if  it  meets  the 
appropriate  definition  set  forth  in 
$  190.3,  and  is  in  compliance  with  the 
applicable  provisions  of  part  168  of 
this  title,  “Standards  of  Administra¬ 
tive  Capability  and  Financial  Respon¬ 
sibility.” 

(2)  If  an  institution  becomes  eligible 
during  an  award  period,  a  student  en¬ 
rolled  and  attending  that  institution 
will  be  eligible  to  receive  a  Basic  Grant 
for  the  payment  period  during  which 
the  institution  became  eligible  and 
any  subsequent  payment  period. 

(b) (1)  An  institution  of  higher  edu¬ 
cation  becomes  ineligible  to'  partici¬ 
pate  in  the  Basic  Grant  Program  if  it 
no  longer  meets  the  applicable  defini¬ 
tion  set  forth  in  $  190.3,  or  if  its  eligi¬ 
bility  is  terminated  under  Subpart  H 
of  part  168  of  this  title. 

(2)  If  an  institution  becomes  ineligi¬ 
ble  during  an  award  period,  an  eligible 
student  who  submitted  a  valid  SER  to 
the  institution  (or  to  the  Commission¬ 
er  if  the  institution  participates  under 


the  Alternate  Disbursement  System 
(ADS)  before  the  date  the  institution 
became  ineligible,  will  be  paid  a  Basic 
Grant  for— 

(i)  the  payment  period  that  the  stu¬ 
dent  completed  before  the  institution 
became  ineligible,  and 

(ii)  the  payment  period  in  which  the 
institution  became  ineligible. 

(c)  An  institution  participating  in 
the  program  under  ADS  which  be¬ 
comes  ineligible  must  provide  the* 
Commissioner  with  the  name  and  en¬ 
rollment  status  of  each  student  who 
applied  for  and  was  determined  eligi¬ 
ble  for  a  Basic  Grant  who  was  attend¬ 
ing  the  institution  when  its  eligibility 
was  terminated. 

(d)  An  institution  participating  in 
the  program  under  the  Regular  Dis¬ 
bursement  System  which  becomes  in¬ 
eligible  must  supply  to  the  Commis¬ 
sioner— 

(1)  The  name  and  enrollment  status 
of  each  eligible  student  who,  during 
the  award  period,  submitted  a  valid 
SER  to  the  institution^  before  it 
became  ineligible. 

(2)  The  amount  of  funds  paid  to 
each  Basic  Grant  recipient  for  that 
award  period; 

(3)  The  amount  due  to  each  student 
eligible  to  receive  a  Basic  Grant 
through  the  end  of  the  payment 
period;  and 

(4)  An  accounting  of  the  Basic  Grant 
expenditures  for  that  award  period  to 
the  date  of  termination. 

(20  U.S.C.  1070a.) 

§  190.8  Consortium  agreements. 

(a)  A  consortium  agreement  is  a 
written  agreement  between  at  least 
two  institutions  which  enables  an  en¬ 
rolled  student  in  an  eligible  program 
at  one  institution  to  take  courses  at 
other  institutions  which  apply  towards 
his/her  certificate  or  degree  at  the 
first  institution. 

(b)  If  two  eligible  institutions  have 
entered  into  a  consortium  agreement, 
the  institution  at  which  the  student  is 
enrolled  and  expects  to  receive  a 
degree  or  certificate  calculates  and 
pays  the  student’s  Basic  Grant. 

(c)  The  institution  which  calculates 
and  pays  the  student  a  Basic  Grant 
must  take  into  account  courses  taken 
by  the  student  at  both  institutions  in 
determining  the  student’s  enrollment 
status  and  cost  of  attendance. 

(20  U.S.C.  1070a.) 

5  190.9  Determination  of  enrollment 
status  under  special  circumstances. 

(a)  Non-credit  remedial  courses. 

(1)  When  calculating  a  student’s  en¬ 
rollment  status,  the  institution  may 
not,  and  the  Commissioner  will  not, 
count  any  course  in  a  program  of  in¬ 
struction  leading  to  a  high  school  di¬ 
ploma  or  the  recognized  equivalent  of 


a  high  school  diploma,  even  if  the 
course  is  necessary  to  enable  the  stu¬ 
dent  to  complete  the  degree  or  certifi¬ 
cate  program. 

(2)  Except  as  provided  in  subpara¬ 
graph  (1),  in  determining  a  student’s 
enrollment  status,  the  institution  will 
include  any  non-credit  remedial  course 
in  which  the  student  is  enrolled.  If  a 
non-credit  remedial  course  is  not 
measured  by  clock  or  credit  hours,  the 
institution  must  determine  the  equiva¬ 
lent  number  of  clock  or  credit  hours 
which  should  be  included  for  that 
work. 

(b)  Combination  of  regular  and  cor¬ 
respondence  study.  If  an  eligible  stu¬ 
dent  takes  correspondence  courses 
from  ejther  his/her  own  institution  or 
another  institution  under  a  consor¬ 
tium  agreement  with  the  student’s  in¬ 
stitution,  the  correspondence  work 
which  will  be  included  in  determining 
the  student’s  enrollment  status  is  that 
amount  of  work  which—  ' 

(1)  Applies  fbward  the  student's 
degree  or  certificate  or  is  remedial 
work  necessary  for  the  student  or  to 
proceed  in  his/her  course  of  study; 

(2)  Is  completed  within  the  period  of 
time  required  for  regular  course  work; 
and 

(3)  Does  not  exceed  one-half  of  the 
student's  total  course  load  for  that 
payment  period. 

(20  U.S.C.  1070a.) 

§  190.10  AdminUtrative  cost  allowance  to 
participating  schools. 

(a) (1)  Any  participating  institution 
is  eligible  to  receive  an  administrative 
cost  allowance  when  funds  are  appro¬ 
priated  by  Congress  for  this  purpose. 

(2)  If  funds  are  sufficient,  each  par¬ 
ticipating  institution  will  be  paid  not 
more  than  $10  per  year  for  each  stu¬ 
dent  who  receives  a  Basic  Grant.  (No 
institution  may  count  a  Basic  Grant 
recipient  more  than  once  in  an  award 
period.) 

(3)  All  funds  a  school  receives  under 
this  section  must  be  used  to  provide 
consumer  information  in  accordance 
with  45  CFR  178,  and  for  additional 
costs  of  administrating  student  finan¬ 
cial  aid  programs  under  title  IV  of 
HEA. 

(b)  If  appropriated  funds  for  any 
fiscal  year  are  insufficient  to  pay  full 
allowances,  payments  will  be  propor¬ 
tionately  reduced.  If  additional  funds 
becomfe  available  for  any  fiscal  year  in 
which  payments  were  reduced, 
allowances  will  be  increased  propor¬ 
tionately  to  the  reductions. 

(20  U.S.C.  1070a(d>.) 
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Subpart  B — Application  Procedures 
for  Determining  Expected  Family 
Contribution 

§190.11  Application. 

(a)  As  the  first  step  to  receiving  a 
Basic  Grant,  a  student  applies  on  an 
approved  form  to  the  Commissioner  to 
have  his/her  expected  family  contri¬ 
bution  determined.  Facsimile  copies  of 
this  form  are  not  acceptable. 

(b)  The  student,  and  where  relevant 
the  student’s  parents  or  spouse,  must 
submit  accurate  and  complete  infor¬ 
mation  as  of  the  date  the  application 
is  signed. 

(c)  The  address  provided  by  the  stu¬ 
dent  must  be  his/her  residence  and 
not  the  address  of  the  school,  unless 
the  student  resides  at  the  school. 

(20  U.S.C.  1070a(b)<2).) 

§  190.12  Certification  of  information. 

(a)  The  applicant,  and  where  rele¬ 
vant  the  applicant’s  parents  or  spouse, 
will  provide  (if  requested  by  either  the 
Commissioner  or  the  school)  informa¬ 
tion  or  documents,  including  a  copy  of 
Federal  Income  Tax  Returns,  neces¬ 
sary  to  verify  the  accuracy  of  the  in¬ 
formation  provided. 

(b)  Failure  to  provide  the  requested 
documentation  may  make  the  appli¬ 
cant  ineligible  to  receive  a  Basic 
Grant. 

(20  U.S.C.  1070a(bX2>.) 

§  190.13  Deadline  for  filing  applications. 

For  each  award  period  the  Commis¬ 
sioner  will  establish  application  filing 
cut-off  dates  for  determining  expected 
family  contributions. 

(20  U.S.C.  1070a(b)(l).) 

§  190.14  Notification  of  expected  family 
contribution. 

The  Commissioner  will  send  to  each 
eligible  applicant  a  “Student  Eligibil¬ 
ity  Report  ”(SER)  which  states  the 
amount  of  the  applicant’s  expected 
family  contribution  and  information 
used  in  that  computation. 

(20  U.S.C.  1070a.) 

§  190.15  Applicant’s  request  for  recompu¬ 
tation  of  expected  family  contribution 
because  of  clerical  or  arithmetic  error. 

(a)  An  applicant  may  request  a  re¬ 
computation  of  the  expected  family 
contribution  if  he/she  believes  a  cleri¬ 
cal  or  arithmetic  error  has  occurred, 
or  if  the  information  submitted  was  in¬ 
accurate  when  the  application  was 
signed. 

(b)  A  request  for  recomputation 
must  be  made  on  an  approved  form 
and  must  be  received  by  the  Commis¬ 
sioner  no  later  than  the  annual  cut-off 
date  unless  the  recomputation  is  nec¬ 
essary  because  of  a  request  made  by 


the  Commissioner  to  verify  informa¬ 
tion. 

(20  U.S.C.  1070a(bX2>.) 

§  190.16  Request  for  recomputation  of  ex¬ 
pected  family  contribution  because  of 
extraordinary  circumstances. 

In  filing  an  application  to  have  an 
expected  family  contribution  deter¬ 
mined,  an  applicant  may  provide  fi¬ 
nancial  information  relating  to  the  tax 
year  immediately  following  the  base 
year  if  the  conditions  in  §§  190.39  or 
190.48  apply. 

(20  U.S.C.  1070a.) 

Subpart  C — (Expected  Family  Contri¬ 
bution  for  Dependent  Students) 

Subpart  D — (Expected  Family  Contri¬ 
bution  for  Independent  Students) 

Subpart  E — Costs  of  Attendance 

§  190.51  General  attendance  costs. 

Except  as  provided  in  §§  190.52 
through  190.55,  the  following  are  rec¬ 
ognized  as  a  student's  costs  of  attend¬ 
ance: 

(a)  Tuition  and  fees:  (1)  The  amount 
charged  to  a  full-time  student  by  the 
institution  for  tuition  and  fees  for  an 
academic  year. 

(2)  Tuition  and  fees  may  include 
travel  costs  within  the  United  States 
required  for  completion  of  a  course  of 
study,  but  not  for  travel  between  the 
student’s  residence  and  the  institu¬ 
tion,  or  for  travel  outside  the  United 
States. 

(b)  Room  and  board: 

(1)  The  amount  charged  the  student 
by  the  institution  under  a  contract  for: 

(1)  Room  and  board  for  the  academic 
year, 

(ii)  Room,  plus  an  allowance  of  $625 
for  board  for  the  academic  year,  or 

(iii)  Board  plus  an  allowance  of  $475 
for  room  for  the  academic  year. 

(2)  If  no  contract  is  entered  into  for 
either  room  or  board,  an  allowance  of 
$1,100  for  the  academic  year  whether 
or  not  the  student  lives  with  a  parent, 
or 

(3)  If  an  institution  enters  into  a 
contract  with  the  student  for  room 
and/or  board  for  less  than  7  days  a 
week,  a  daily  rate  will  be  computed 
based  upon  the  standard  allowance 
and  used  for  those  days  not  covered  by 
the  contract.  This  amount  will  be 
added  to  the  costs  established  under 
clauses  (i),  or  (ii),  or  (iii)  of  subpara¬ 
graph  (b)(1),  whichever  is  applicable. 

(c)  An  allowance  of  $400  will  be 
made  for  books,  supplies,  and  miscella¬ 
neous  expenses  for  the  academic  year. 

(d)  An  institution  may  not  charge  a 
student  who  receives  a  Basic  Grant 
more  than  it  charges  a  student  en¬ 
rolled  in  that  same  program  who  does 
not  receive  a  Basic  Grant. 

(20  U.S.C.  1070(a)(2XBXfv).> 


§  190.52  Attendance  coats  for  students  in 
correspondence  study  programs. 

(a)  If  a  student  is  enrolled  in  a  corre¬ 
spondence  study  program,  only  the 
costs  of  tuition  and  fees  charged  the 
student  for  that  program  for  an  aca¬ 
demic  year  will  be  recognized  as  a  stu¬ 
dent’s  costs  of  attendance.  However, 
room  and  board  costs  incurred  for  full¬ 
filling  a  required  period  of  residential 
training  will  be  recognized  as  a  cost  of 
attendance. 

(b)  These  room  and  board  costs  will 
be— 

( 1 )  Based  on  institutional  charges;  or 

(2)  Determined  according  to  the 
costs  established  in  §  190.51(b)  and 
prorated  in  the  same  ratio  as  the 
course  work  completed  in  residential 
training  bears  to  the  course  work  for 
the  academic  year. 

(20  U.S.C.  1070a.) 

§  190.53  Attendance  costs  for  students 
whose  program  length  exceeds  the  aca¬ 
demic  year  at  institutions  using  clock 
hours. 

Costs  for  students  who  are  charged 
tuition  and  fees  for  a  program  whose 
length  exceeds  the  length  of  the  aca¬ 
demic  year  at  institutions  measuring 
progress  in  clock  hours  will  be  calcu¬ 
lated  by  adding— 

(a) 


clock  hours  In  the 

Institutional  charges  x  academic  year 

clock  hours  in  the 
program 

(b)  Room  and/or  board  as  described 
in  §  190.51(b)  if  not  determined  in 
paragraph  (a)  of  this  section;  and 

(c)  An  allowance  of  $400  for  books, 
supplies  and  miscellaneous  expenses. 

(20  U.S.C.  1070(aX2XBXiv).) 


§  190.54  Attendance  costs  for  incarcerated 
students. 

(a)  Costs  of  attendance  for  eligible 
students  who  are  incarcerated  and  for 
whom  at  least  one-half  of  room  and 
board  expenses  are  provided  include— 

(1)  Tuition  and  fees  charged  a  full¬ 
time  student  for  an  academic  year; 
and 

(2)  An  allowance  of  $150  for  books 
and  supplies. 

(b)  Costs  of  attendance  for  eligible 
students  who  are  incarcerated  and  for 
whom  less  than  one-half  of  room  and 
board  expenses  are  provided  will  be 
the  same  as  those  allowed  for  students 
who  are  not  incarcerated. 

(20  U.S.C.  1070(a)(BXiv).) 
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9  190.55  Attendance  costa  for  students  at 
U.S.  Armed  Forces  academies. 

Students  enrolled  at  the  U.S.  Mili¬ 
tary  Academy  at  West  Point,  the  U.S. 
Naval  Academy,  the  UJS.  Air  Force 
Academy  or  the  U.S.  Coast  Guard 
Academy  are  considered  to  have  no 
cost  of  attendance. 

(20  U.S.C.  1070a(2XBXlv>.) 


Subpart  F — Determination  of  Basic 
Grant  Awards 


§  190.61  Submission  process  and  deadline 
for  student  eligibility  report 

(a)  (1)  A  student  applies  for  a  Basic 
Grant  by  submitting  a  valid  “Student 
Eligibility  Report’’  (SER)  to  his/her 
institution  or  to  the  Commissioner  if 
that  institution  is  participating  in  the 
Basic  Grant  Program  under  the  Alter¬ 
nate  Disbursement  System  (ADS). 

(2)  The  SER  is  considered  valid  only 
if  all  information  used  in  the  calcula¬ 
tion  of  the  expected  family  contribu¬ 
tion  is  complete  and  accurate  when 
the  application  was  signed.  Institu¬ 
tions  are  entitled  to  rely  on  SER  infor¬ 
mation  except  under  conditions  set 
forth  in  §  190.77. 

(b)  Except  as  noted  in  §  190.77,  to  re¬ 
ceive  a  Basic  Grant,  a  student  who  en¬ 
rolls  before  May  1  of  an  award  period 
must  submit  the  SER  to  his/her  insti¬ 
tution  on  or  before  May  31  of  that 
award  period. 

A  student  who  enrolls  for  the  first 
time  in  the  award  period  on  or  after 
May  1  of  that  award  period  may 
submit  the  SER  to  the  institution  on 
or  before  June  30  of  that  award 
period. 

(c)  A  student  attending  an  institu¬ 
tion  participating  in  the  Basic  Grant 
Program  under  the  ADS  has  an  addi¬ 
tional  ten  days  to  submit  the  SER  to 
the  Commissioner:  June  10  for  those 
who  enroll  before  May  1,  and  July  10 
for  those  who  enroll  on  or  after  May 
1. 

(d)  A  student  who  submits  an  SER 
to  an  institution  when  he/she  is  no 
longer  enrolled  and  eligible  for  pay¬ 
ment  at  that  institution  may  not  be 
paid  a  Basic  Grant. 

(20  U.S.C.  1070a(bX2).) 

§  190.62  Calculation  of  a  Scheduled  Basic 
Grant  at  full  funding. 

(a)  When  funds  are  available  to  sat¬ 
isfy  all  payments,  the  Commissioner 
will  pay  each  eligible,  full-time  student 
for  a  complete  academic  year  a  Sched¬ 
uled  Basic  Grant  which  is  the  lowest 
of: 

(1)  The  difference  between  $1,800 
and  the  expected  family  contribution 
stated  on  the  applicant’s  SER; 

(2)  50  percent  of  the  applicant’s  cost 
of  attendance;  or 


(3)  The  difference  between  the  cost 
of  attendance  and  expected  family 
contribution. 

(b)  Notwithstanding  paragraph  (a) 
of  this  section,  no  payment  will  be 
made  if  the  student’s  Scheduled  Basic 
Grant  is  less  than  $200. 

(20  U.S.C.  1070a(aX2).) 

5  190.63  Calculation  of  a  Scheduled  Basic 
Grant  at  less  than  full  funding. 

(a)  When  funds  are  not  available  to 
satisfy  all  payments,  the  Commission¬ 
er  will  pay  each  eligible  full-time  stu¬ 
dent  for  a  complete  academic  year  a 
Scheduled  Basic  Grant  which  is  the 
lowest  of: 

(1)  The  difference  between  $1,800 
and  the  expected  family  contribution, 
reduced  in  accordance  with  section 
411(b)(3)  of  the  Act; 

(2)  50  percent  of  the  applicant’s 
costs  of  attendance;  or 

(3)  The  difference  between  the  costs 
of  attendance  and  expected  family 
contribution. 

(b)  Notwithstanding  paragraph  (a) 
of  this  section,  no  payment  will  be 
made  if— 

(1)  The  student’s  award  is  less  than 
$50;  or 

(2)  When  calculated  at  full  funding, 
the  Scheduled  Basic  Grant  is  less  than 
$200.  (See  $  190.62(a).) 

(20  U.S.C.  1070a(b)(3).) 

9  190.64  Calculation  of  a  Basic  Grant  for 
a  payment  period. 

(a)  At  those  institutions  using  semes¬ 
ters,  trimesters,  quarters,  or  other  aca¬ 
demic  terms  and  measuring  progress 
by  credit  hours,  a  student’s  Basic 
Grant  for  each  payment  period  is  cal¬ 
culated  as  follows: 

(1)  Determine  his/her  enrollment 
status  for  the  term, 

(2)  Based  upon  that  enrollment 
status,  determine  his/her  annual 
award  from  the  Payment  Schedule 
(full-time  students),  or  one  of  the  Dis¬ 
bursement  Schedules  (Part-time  stu¬ 
dents).  as  appropriate,' 

(3)  Divide  the  amount  determined  in 
subparagraph  (2)  by  the  number  of 
terms  in  an  academic  year  if  those 
terms  are  of  equal  length. 

(4)  If  those  terms  are  not  of  equal 
length,  determine  that  portion  of  the 
award  derived  in  subparagraph  (2) 
which  reflects  the  proportion  of  the 
academic  year  represented  by  that 
term.  However,  a  payment  for  any 
term  may  not  exceed  50%  of  the  award 
determined  in  subparagraph  (2).  To 
insure  this,  payments  for  unequal 
terms  must  be  adjusted  if  necessary. 

(b)  At  those  institutions  which  meas¬ 
ure  progress  by  clock  hours  or  which 
measure  progress  by  credit  hours  or 
units  but  do  not  use  semesters,  trimes¬ 
ters,  quarters  or  other  academic  terms, 
a  student’s  Basic  Grant  for  each  pay¬ 
ment  period  is  calculated  by: 


(1)  Determining  the  student’s  Sched¬ 
uled  Basic  Grant;  and 

(2)  Multiplying  the  Scheduled  Basic 
Grant  by: 


[which  measure  progress  by  credit  hours 
or  units  but 
_ <>tudent's 

Determining 


_Multiplying 

number  of  credit  or  clock  hours 
student  is  expected  to  take  in  a 

H  payment  period _ 

the  number  of  credit  or  clock  hours 

I  that  a  full-time  student  would  take 
in  an  academic  year 


(c)  Notwithstanding  paragraphs  (a) 
and  (b>  of  this  section,  a  student  may 
not  receive  a  Basic  Grant  if  the 
amount  which  the  student  would  re¬ 
ceive,  projected  on  the  basis  of  a  full 
academic  year,  would  be  less  than 
either  $200  at  full  funding  or  $50  at 
less  than  full  funding. 


(20  U.S.C.  1070a.) 


§  190.65  Calculation  of  Basic  Grants  for  a 
term  which  occurs  in  two  award  peri¬ 
ods. 

(a)  Students  who— 

(1)  Attend  institutions  which  meas¬ 
ure  progress  by  credit  hours  and  use 
semesters,  trimesters,  quarters  or 
other  academic  terms,  and 

(2)  Enroll  in  a  term  which  occurs  in 
two  award  periods— will  be  paid  in  ac¬ 
cordance  with  the  rules  set  forth  in 
the  remainder  of  this  section. 

(b) (1)  The  entire  term  will  be  consid¬ 
ered  to  occur  within  one  award  period. 

(2)  The  Institution  will  determine 
the  award  period  in  which  the  term 
will  be  placed. 

(3)  The  determination  made  in  sub- 
paragraph  (b)(2)  must  be  the  same  for 
all  Basic  Grant  recipients. 

(4)  If  the  institution  places  the  term 
in  the  first  award  period,  it  must  pay 
the  student  with  funds  from  the  first 
award  period. 

(5)  If  the  institution  places  the  term 
in  the  second  award  period,  it  must 
pay  the  student  with  funds  from  the 
second  award  period. 

(c)  The  institution  may  not  make  a 
payment  which  will  result  in  the  stu¬ 
dent  receiving  more  than  his/her 
Scheduled  Basic  Grant  award  for  that 
award  period. 

(dXl)  If  an  institution  offers  a  series 
of  mini-sessions  which  occurs  in  two 
award  periods,  the  combined  sessions 
will  be  treated  as  one  term.  A  student 
may  not  receive  more  than  one  term’s 
award  for  completing  any  combination 
of  these  sessions. 

(2)  The  institution  must  determine 
the  student’s  enrollment  status  for  the 
entire  term.  The  enrollment  status  for 
the  entire  term  will  be  based  upon— 

(i)  The  total  number  of  credits  en¬ 
rolled  for  in  all  sessions  if  that 
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number  is  known  when  the  award  is 
calculated,  or 

(ii)  a  projected  number  of  credits 
based  upon  the  credits  enrolled  for  in 
the  first  session,  if  the  number  of 
credits  to  be  taken  in  subsequent  ses¬ 
sions  is  unknown  when  the  award  is 
calculated. 

(20  U.S.C.  1070a.) 

§  190.66  Transfer  student:  attendance  at 
more  than  one  institution  during  an 
award  period. 

(a)  If  a  Basic  Grant  recipient  with¬ 
draws  from  one  institution  and  enrolls 
at  a  second  in  the  same  award  period, 
the  student  must  submit  an  SER  to 
the  second  institution,  or  to  the  Com¬ 
missioner  for  an  institution  participat¬ 
ing  in  the  program  under  ADS. 

(b)  The  second  institution  (or  the 
Commissioner  for  ADS  schools)  calcu¬ 
lates  the  student’s  award  according  to 
§  190.64. 

(c)  The  second  institution  (or  the 
Commissioner  for  ADS  schools)  pays  a 
Basic  Grant  for  only  that  portion  of 
the  award  period  in  which  the  student 
is  enrolled  at  that  institution.  The 
grant  must  be  adjusted  to  ensure  that 
the  student  does  not  exceed  the 
Scheduled  Basic  Grant  for  that  award 
period. 

(d)  A  transfer  student  must  repay 
any  amount  received  in  an  award 
period  which  exceeds  the  Scheduled 
Basic  Grant. 

(20  U.S.C.  1070a.) 

§  190.67  Correspondence  study. 

A  student,  enrolled  in  a  program  of 
study  by  correspondence  will  be  paid 
according  to  the  following  procedures: 

(a)  The  institution  prepares  a  writ¬ 
ten  schedule  for  submission  of  lessons. 
This  schedule  must  reflect  a  work  load 
of  at  least  12  hours  of  preparation  per 
week.  It  is  used  to  determine  the 
length  of  the  program. 

(b)  The  student’s  Basic  Grant  for  an 
award  period  is  calculated  by: 

(1)  Determining  the  Scheduled  Basic 
Grant  according  to  §§  190.62  or  190.63, 
whichever  is  appropriate,  and 

(2)  Multiplying  the  Scheduled  Basic 
Grant  by  the  lesser  of  the  following 
fractions: 


hours  of  preparation 
X  'Or  in  the  award  period 
2  hours  of  preparation 

in  the  academic  year 


(This  procedure  insures  that  students 
in  a  program  of  study  by  correspond¬ 
ence  are  paid  as  half-time  students.) 

(d)  A  student  will  receive  2  equal 
payments  for  an  award  period.  The 
first  payment  will  be  made  after  the 
student  has  submitted  25  percent  of 


the  lessons  scheduled  for  the  award 
period. 

(e)  The  final  payment  will  be  made 
after  the  student  has  submitted  75 
percent  of  the  lessons  scheduled  for 
the  award  period. 

(20  U.S.C.  1070a.) 

Subpart  G — Administration  of  Grant 

Payments — Regular  Disbursement 

System 

§  190.71  Scope. 

This  subpart  deals  with  program  ad¬ 
ministration  by  an  institution  of 
higher  education  that  has  entered  into 
an  agreement  with  the  Commissioner 
to  calculate  and  pay  Basic  Grant 
awards. 

(20  U.S.C.  1070a.) 

§  190.72  Institutional  agreement — regular 
disbursement  system  (RDS). 

(a)  The  Commissioner  may  enter 
into  an  agreement  with  an  institution 
of  higher  education  under  which  the 
institution  will  calculate  and  pay  Basic 
Grants  to  its  students.  The  agreement 
will  be  on  a  standard  form  provided  by 
the  Commissioner  and  will  contain  the 
necessary  terms  to  carry  out  this  part. 

(b)  The  Commissioner  will  send  a 
Payment  Schedule  for  each  award 
period  to  an  institution  that  has  en¬ 
tered  into  an  agreement  under  para¬ 
graph  (a)  of  this  section. 

(20  U.S.C.  1070a.) 

§  190.73  Termination  of  agreement — regu¬ 
lar  disbursement  system. 

(a)  Termination  by  Commissioner. 
The  Commissioner  may  terminate  the 
agreement  with  an  institution  by 
giving— 

(1)  30  days  written  notice;  or 

(2)  Less  than  30  days  written  notice 
if  it  is  necessary  to  prevent  the  likeli¬ 
hood  of  a  substantial  loss  of  funds  to 
the  Federal  government  or  to  stu¬ 
dents. 

(b)  Information  provided.  The  insti¬ 
tution  must  provide  the  following  in¬ 
formation  to  the  Commissioner  if  the 
Commissioner  terminates  the  agree¬ 
ment: 

(1)  The  name  and  enrollment  status 
of  each  eligible  student  who  submitted 
a  valid  SER  to  the  institution  before 
the  termination  date; 

(2)  The  amount  of  funds  the  institu¬ 
tion  paid  to  Basic  Grant  recipients  for 
the  award  period  in  which  the  agree¬ 
ment  is  terminated; 

(3)  The  amount  due  to  each  student 
eligible  to  receive  a  Basic  Grant 
through  the  end  of  the  award  period; 
and 

(4)  An  accounting  of  Basic  Grant  ex¬ 
penditures  to  the  date  of  termination. 

(c)  Termination  by  institution.  The 
institution  may  terminate  the  agree¬ 


ment  by  giving  the  Commissioner  writ¬ 
ten  notice.  The  termination  becomes 
effective  on  June  30  of  that  award 
period.  The  institution  must  carry  out 
the  agreement  for  the  remainder  of 
the  award  period. 

(d)  Termination  because  of  change 
in  ownership  which  results  in  a 
change  of  control  The  agreement 
automatically  terminates  when  an  in¬ 
stitution  changes  ownership  which  re¬ 
sults  in  a  change  of  control.  The  Com¬ 
missioner  will  enter  into  an  agreement 
with  the  new  owner  if  the  institution 
complies  with  requirements  set  forth 
in  §  149.66  of  the  “Eligibility  Regula¬ 
tions.”  (45  CFR  149.66.) 

(e)  If  an  agreement  is  terminated, 
the  Commissioner  will  pay  an  institu¬ 
tion’s  students  ONLY  if  it  enters  into 
an  ADS  agreement.  (See  §  190.92.) 

(20  U.S.C.  1070a.) 

§  190.74  Advancement  of  fundx  to  institu¬ 
tions. 

The  Commissioner  will  advance 
funds  for  each  award  period,  from 
time  to  time,  to  RDS  institutions, 
based  on  his/her  estimate  of  the  insti¬ 
tution’s  need  for  funds  to  pay  its  Basic 
Grant  students. 

(20  U.S.C.  1070a(bM3HA).) 

§  190.75  Determination  of  eligibility  for 
payment. 

(a)  An  institution  may  pay  a  Basic 
Grant  to  a  student  only  after  it  deter¬ 
mines  that  the  student— 

(1)  Meets  the  eligibility  require¬ 
ments  set  forth  in  section  190.4; 

(2)  Is  enrolled  in  good  standing; 

(3)  Is  maintaining  satisfactory  prog¬ 
ress  in  his/her  course  of  study; 

(4)  Is  not  in  default  on  any  National 
Defense/Direct  Student  Loan  made  by 
that  institution  or  on  any  Guaranteed 
Student  Loan  received  for  attendance 
at  that  institution;  and 

(5)  Does  not  owe  a  refund  on  a  Basic 
Grant,  a  Supplemental  Grant  or  a 
State  Student  Incentive  Grant  re¬ 
ceived  for  attendance  at  that  institu¬ 
tion. 

(b) (1)  Before  making  any  payment 
to  a  student  for  an  award  period,  the 
institution  must  confirm  that  he/she 
continues  to  meet  the  criteria  set 
forth  in  paragraph  (a)  of  this  section. 

(2)  However,  if  an  eligible  student 
submits  an  SER  to  the  institution  and 
becomes  ineligible  before  receiving  a 
payment,  the  institution  must  pay 
only  the  amount  which  it  determines 
could  have  been  used  for  educational 
purposes  before  the  student  became 
ineligible. 

(c)  If  an  institution  determines  at 
the  beginning  of  a  payment  period 
that  a  student  is  not  maintaining  satis¬ 
factory  progress,  but  reverses  itself 
BEFORE  the  end  of  the  payment 
period,  the  institution  may  pay  a  Basic 
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Grant  to  the  student  for  the  entire 
payment  period. 

(d) .  If  an  institution  determines  at 
the  beginning  of  a  payment  period 
that  a  student  is  not  maintaining  satis¬ 
factory  progress,  but  reverses  itself 
AFTER  the  end  of  tiie  payment 
period,  the  institution  may  neither 
pay  the  student  a  Basic  Grant  for  that 
payment  period  nor  make  adjustments 
in  subsequent  Basic  Grant  payments 
to  compensate  for  the  loss  .of  aid  for 
that  period. 

(e)  Conditions  under  which  students 
who  are  overpaid  grants  may  continue 
to  receive  Basic  Grants  are  as  follows: 

(1)  Overpayment  of  a  Basic  Grant. 
If  an  institution  makes  an  overpay¬ 
ment  of  a  Basic  Grant  to  a  student,  it 
may  continue  to  make  Basic  Grant 
payments  to  that  student  if  (i)  the  stu¬ 
dent  is  otherwise  eligible,  and  (ii)  it 
can  eliminate  the  overpayment  in  the 
award  period  in  which  it  occurred  by 
adjusting  the  subsequent  Basic  Grant 
payments  for  that  award  period. 

(2)  Overpayment  of  a  Basic  Grant 
due  to  institutional  error.  In  addition 
to  the  exception  provided  in  subpara¬ 
graph  (1)  of  this  paragraph,  if  the  in¬ 
stitution  makes  an  overpayment  of  a 
Basic  Grant  to  a  student  as  a  result  of 
its  own  error,  it  may  continue  to  make 
payments  to  that  student  if: 

(i)  The  student  is  otherwise  eligible, 
and 

(ii)  The  student  acknowledges  in 
writing  the  amount  of  overpayment 
and  agrees  to  repay  it  in  a  reasonable 
period  of  time. 

(3)  Overpayment  on  a  Supplemental 
Grant.  An  institution  may  continue  to 
make  Basic  Grant  payments  to  a  stu¬ 
dent  who  receives  an  overpayment  on 
a  Supplemental  Grant  if: 

(i)  The  student  is  otherwise  eligible, 
and 

(ii)  It  can  eliminate  the  overpayment 
by  adjusting  subsequent  financial  aid 
payments  (other  than  Basic  Grants)  in 
the  same  award  period  in  which  it  oc¬ 
curred. 

(f)  An  institution,  in  determining 
whether  a  student  is  in  default  on  a 
loan  made  under  the  Guaranteed  Stu¬ 
dent  Loan  Program,  may  rely  upon 
the  student's  written  statement  that 
he/she  is  not  in  default  unless  the  in¬ 
stitution  has  information  to  the  con¬ 
trary. 

(g)  Conditions  under  which  students 
who  are  in  default  on  loans  made  for 
attendance  at  that  institution  may  re¬ 
ceive  Basic  Grants  are  as  follows: 

(1)  Guaranteed  Student  Loans.  An 
institution  may  pay  a  Basic  Grant  to  a 
student  who  is  in  default  on  a  Guaran¬ 
teed  Student  Loan  if  the  Commission¬ 
er  (for  federally  insured  loans)  or  a 
guarantee  agency  (for  a  loan  insured 
by  that  guarantee  agency)  determines 
that  the  student  has  made  satisfactory 


arrangements  to  repay  the  defaulted 
loan. 

(2)  National  Defense/Direct  Student 
Loan.  An  institution  may  pay  a  Basic 
Grant  to  a  student  who  is  in  default 
on  a  National  Defense/Direct  Student 
Loan  made  at  that  institution,  if  the 
student  has  made  arrangements,  satis¬ 
factory  to  the  institution,  to  repay  the 
loan. 

(3)  The  Commissioner  considers  a 
National  Defense  Student  Loan,  a  Na¬ 
tional  Direct  Student  Loan,  or  a  Guar¬ 
anteed  Student  Loan  which  is  dis¬ 
charged  in  bankruptcy  to  be  in  default 
for  purposes  of  this  section. . 

(h)  For  purposes  of  this  part— 

(1)  Overpayment  of  a  grant  means 
that  a  student  received  payment  of  a 
grant  greater  than  the  amount  he/she 
was  entitled  to  receive: 

(2)  Supplemental  Grant  is  a  grant 
authorized  under  Title  IV-A-2  of  the 
HEA; 

(3)  State  Student  Incentive  Grant  is 
a  grant  authorized  under  Title  IV-A-3 
of  the  HEA: 

(4)  National  Defense  Student  Loan 
is  a  loan  made  under  Title  II  of  the 
National  Defense  Education  Act: 

(5)  National  Direct  Student  Loan  is  a 
loan  made  under  Title  IV-E  of  the 
HEA.  and 

(6)  Guaranteed  Student  Loan  is  a 
loan  made  under  Title  IV-B  of  the 
HEA. 

(20  U.S.C.  1070a.  20  U.S.C.  1070b  et  seq.  20 
U.S.C.  1087aa  et  seq,  20  U.S.C.  1071  ef  seq. 
and  20  U.S.C.  1088f.) 

§  190.76  Frequency  of  payment. 

(a)  In  each  payment  period,  an  insti¬ 
tution  may  pay  a  student  at  such 
times  and  in  such  installments  as  it  de¬ 
termines  will  best  meet  the  student's 
needs. 

(b)  Only  one  payment  is  required  if 
a  portion  of  an  academic  year  occur¬ 
ring  within  one  award  period  is  less 
than  three  months. 

(c)  The  institution  may  pay  funds 
due  a  student  for  any  completed 
period  in  one  lump  sum.  The  student's 
enrollment  status  will  be  determined 
according  to  work  already  completed. 

(20  U.S.C.  1070a.) 

§  190.77  Verification  of  information  on 
the  SER — withholding  of  payments. 

(a)(1)  The  Commissioner  may  re¬ 
quire  that  a  student  verify  the  infor¬ 
mation  submitted  on  the  application 
and  included  on  the  SER.  by  submit¬ 
ting  appropriate  documentation  to  the 
institution  or  to  the  Commissioner. 

(2)  The  Commissioner  may  also  re¬ 
quire  that  the  institution  withhold 
payment  of  a  student’s  grant  until  the 
institution  or  the  Commissioner  deter¬ 
mines  that  the  student  has  supplied 
the  correct  information. 


(b)  If  an  institution  believes  that 
any  information  on  the  SER  used  in 
calculating  the  student’s  expected 
family  contribution  is  inaccurate,  or  if 
the  application  is  chosen  by  the  Com¬ 
missioner  for  verification,  the  institu¬ 
tion  must  request  that  the  student 
verify  the  information  on  the  SER. 

(c)  The  Commissioner  will  establish 
and  publish— 

(1)  Procedures  to  be  used  in  verify¬ 
ing  nformation  for  selected  students 
(“ Validation  Procedures”),  and 

(2)  The  conditions  under  which  pay¬ 
ments  will  be  made  for  these  students. 

(d) (1)  If  a  student  makes  a  correc¬ 
tion  which  results  in  a  change  in  his/ 
her  expected  family  contribution,  the 
student  must  submit  the  SER  to  the 
institution,  and  the  institution  must 
recalculate  the  student’s  award  based 
on  the  verified  SER.  Any  overpayment 
must  be  repaid  by  the  student. 

(2)  If  the  documentation  requested 
by  the  institution  under  this  section 
does  not  verify  the  information  on  the 
SER,  or  if  the  student  does  not  correct 
the  SER,  the  institution  must  forward 
the  student’s  name,  social  security 
number  and  other  relevant  informa¬ 
tion  to  the  Commissioner  in  accord¬ 
ance  with  the  procedures  referenced 
in  paragraph  (c)  of  this  section. 

(e)  A  student  corrects  an  SER  by— 

(1)  Providing  accurate  information 
on  the  SER; 

(2)  Getting  the  appropriate  signa¬ 
tures  on  the  SER:  and 

(3)  Re-submitting  the  SER  to  the 
Commissioner. 

<f)  If  an  institution  has  documenta¬ 
tion  which  indicates  that  the  informa¬ 
tion  used  to  calculate  the  student's  ex¬ 
pected  family  contribution  on  the  SER 
is  inaccurate,  it  may  not  pay  a  Basic 
Grant  for  any  award  period  until  the 
student  corrects  the  error  or  verifies 
the  data. 

(g)  If  an  institution  believes,  but 
cannot  document,  that  inaccuracies 
exist  on  the  SER,  it  may  not  withhold 
payments  unless  authorized  by  the 
Commissioner.  These  cases  must  be 
forwarded  to  the  Commissioner. 

(h) (1)  If  the  Commissioner  requests 
documentation,  the  student  must 
comply  within  a  time  period  set  by  the 
Commissioner. 

(2)(i)  If  the  student  provides  the  re¬ 
quested  documentation  on  time,  he/ 
she  will  be  eligible  for  Basic  Grant 
payments  based  upon  the  verified 
SER. 

(ii)  If  the  verified  SER  is  submitted 
to  the  institution  after  the  appropri¬ 
ate  deadline  as  specified  in  §  190.61. 
but  within  an  established  time  period 
to  be  determined  by  the  Commission¬ 
er,  the  student  may  be  paid  only  up  to 
the  amount  withheld  because  of  the 
verification  process. 
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(3)  If  the  student  does  not  provide 
the  requested  documentation  within 
the  established  time  period— 

(1)  The  student  will  forfeit  the  Basic 
Grant  for  the  award  period. 

(ii)  Any  errant  payments  received 
must  be  returned  to  the  Commission¬ 
er,  and 

(iii)  No  further  Basic  Grant  applica¬ 
tions  will  be  processed  for  that  student 
until  documentation  has  been  pro¬ 
vided  or  the  Commissioner  decides 
there  is  no  longer  need  for  documenta¬ 
tion. 

<20  U.S.C.  1070a.) 

§  190.78  Method  of  disbursement — by 

check  or  credit  to  student’s  account. 

(a)  The  institution  may  pay  a  stu¬ 
dent  either  directly  by  check  or  by 
crediting  his/her  account  with  the  in¬ 
stitution.  The  institution  must  notify 
the  student  of  the  amount  of  money 
he/she  can  expect  to  receive,  and  how 
he/she  will  be  paid. 

(b) (1)  The  institution  may  not  make 
a  payment  to  a  student  for  a  payment 
period  until  the  student  is  registered 
for  that  period. 

(2)  The  earliest  an  institution  can  di¬ 
rectly  pay  a  registered  student  is  10 
days  before  the  first  day  of  classes  of  a 
payment  period. 

(3)  The  earliest  an  institution  can 
credit  a  registered  student’s  account  is 
3  weeks  before  the  first  day  of  classes 
of  a  payment  period. 

(c)  The  institution  must  return  to 
the  Basic  Grant  account  any  funds 
paid  to  a  student  who,  before  the  first 
day  of  classes— 

(1)  officially  or  unofficially  with¬ 
draws,  or 

(2)  is  expelled. 

(d) (1)  If  an  institution  pays  a  stu¬ 
dent  directly,  it  must  notify  him/her- 
when  it  will  pay  the  Basic  Grant 
award. 

(2)  If  a  student  does  not  pick  up  the 
check  on  time,  the  institution  must 
keep  that  check  for  15  days  after  the 
date  the  student’s  enrollment  for  that 
award  period  ends. 

(3)  If  the  student  has  not  picked  up 
the  check  at  the  end  of  the  15  day 
period,  the  institution  may  credit  the 
student’s  account  for  any  amount 
owed  to  it  for  the  award  period. 

(4)  A  student  forfeits  the  right  to  re¬ 
ceive  any  remaining  Basic  Grant  pay¬ 
ment  if  he/she  does  not  pick  up  the 
check  within  the  specified  period  of 
time. 

(5)  Notwithstanding  subparagraph 

(4)  of  this  paragraph,  the  institution 
may.  if  it  chooses,  pay  a  student  who 
did  not  pick  up  the  check,  through  the 
next  payment  period. 

(20  U.S.C.  1070a.) 


§  190.79  Affidavit  of  educational  purpose. 

No  Basic  Grant  may  be  paid  unless 
the  student  has  filed  a  notarized  affi¬ 
davit  with  the  institution  he/she  at¬ 
tends  which— 

(a)  Is  on  a  form  approved  by  the 
Commissioner; 

(b)  States  that  the  grant  money  will 
be  used  solely  for  educational  ex¬ 
penses  at  the  institution;  and 

(c)  Is  notarized  by  someone  who 
does  not  recruit  students  for  the  insti¬ 
tution. 

(20  U.S.C.  1088g.) 

§  190.80  Recovery  of  overpayments. 

(a) (1)  The  student  is  liable  for  any 
overpayment  made  to  him/her. 

(2)  Also,  the  institution  is  liable  for 
an  overpayment  it  makes  to  a  student 
if  the  regulations  indicate  that  the 
payment  should  not  have  been  made. 
The  institution  must  restore  those 
funds  to  the  Basic  Grant  account  even 
if  it  cannot  collect  the  overpayment 
from  the  student. 

(b)  If  an  institution  makes  an  over¬ 
payment  for  which  it  is  not  liable,  it 
must  help  the  Commissioner  recover 
the  overpayment  by— 

(1)  Making  a  reasonable  effort  to 
contact  the  student  and  recover  the 
overpayment;  and,  if  unsuccessful, 

(2)  Providing  the  Commissioner  with 
the  student’s  name,  social  security 
number,  amount  of  overpayment  and 
other  relevant  information. 

(20  U.S.C.  1070a.) 

§  190.81  Recalculation  of  a  Basic  Grant 
award. 

(a)  Change  in  expected  family  con¬ 
tribution.  (1)  If  the  student’s  expected 
family  contribution  changes  the  insti¬ 
tution  must  recalculate  the  Basic 
Grant  Award. 

(2)  Except  as  provided  in 
§  190.77(h)(2)(H),  the  institution  must 
adjust  the  award  and  pay  the  student 
the  amount  he/she  is  entitled  to  for 
the  award  period  if  the  expected 
family  contribution  is  recalculated  be¬ 
cause  of— 

(i)  A  clerical  or  arithmetic  error 
under  §  190.15,  or 

(ii)  Extraordinary  circumstances 
which  affect  the  expected  family  con¬ 
tribution  under  §§  190.39  and  190.48. 

(3)  If  a  student’s  expected  family 
contribution  is  recalculated  because  of 
a  correction  of  the  information  re¬ 
quested  under  §§  190.12  or  190.77,  the 
student’s  Basic  Grant  for  the  award 
period  must  be  adjusted.  Where  possi¬ 
ble,  the  adjustment  must  be  made 
within  the  same  award  period. 

(4)  If  the  recalculation  takes  place  in 
a  subsequent  award  period,  the  stu¬ 
dent  will  be 

(i)  Eligible  to  receive  payment  unless 
prohibited  under  the  provisions  of 
§  190.77(h)  and 


(ii)  Required  to  return  any  overpay¬ 
ment  at  the  time  of  recalculation. 

(b)  Change  in  enrollment  status. 

(1)  If  an  institution  decides  that  a 
student’s  enrollment  status  has 
changed  during  a  payment  period,  it 
may  (but  is  not  required  to)  establish 
a  policy  under  which  the  student’s 
award  may  be  recalculated. 

(2)  If  such  a  policy  is  established,  it 
must  apply  to  all  students. 

(3)  If  a  student’s  award  is  recalculat¬ 
ed,  the  institution  determines  the 
total  amount  the  student  is  entitled  to 
for  the  entire  payment  period  by 
taking  into  account— 

(1)  The  portion  of  the  payment 
period  at  the  original  enrollment 
status; 

(ii)  The  portion  of  the  payment 
period  at  the  new  enrollment  status; 
and 

(iii)  Any  change  in  the  student’s  cost 
of  attendance. 

(20  U.S.C.  1070a.) 

§  190.82  Fiscal  control  and  fund  account¬ 
ing  procedures. 

(a) (l)(i)  An  institution  must  receive 
and  process  all  Basic  Grant  funds 
through  one  identifiable  bank  ac¬ 
count. 

(ii)  This  account  may  be  an  existing 
one  (preferably  one  maintained  for 
Federal  funds)  if  the  institution  main¬ 
tains  adequate  accounting  records  to 
account  for  the  Basic  Grant  funds  sep¬ 
arately  from  the  other  funds  in  that 
account. 

(iii)  At  no  time  may  the  Basic  Grant 
funds  in  this  bank  account  be  less 
than  the  balance  indicated  in  the  insti¬ 
tution's  accounting  records  for  these 
funds. 

(2)  The  institution  must  account  for 
the  receipt  and  expenditure  of  Basic 
Grant  funds  in  accordance  with  gener¬ 
ally  accepted  accounting  principles. 

(b)  A  separate  bank  account  for 
Basic  Grant  funds  is  not  required. 
However,  the  institution  must  notify 
any  bank  in  which  it  deposits  Basic 
Grant  funds  of  all  accounts  in  that 
bank  in  which  it  deposits  Federal 
funds.  This  notice  can  be  given  by 
either: 

(i)  Including  in  the  name  of  the  ac¬ 
count  the  fact  that  Federal  funds  are 
deposited  therein;  or 

(ii)  Sending  a  letter  to  the  bank  list¬ 
ing  the  accounts  in  which  Federal 
funds  will  be  deposited.  A  copy  of  this 
letter  must  be  retained  in  the  institu¬ 
tion’s  files. 

(c)  Except  for  funds  received  under 
§  190.10,  funds  received  by  an  institu¬ 
tion  under  this  part  are  held  in  trust 
for  the  intended  student  beneficiaries 
and  may  not  be  used  or  hypothecated 
for  any  other  purpose. 

(20  U.S.C.  1070a.) 
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§  190.83  Maintenance  and  retention  or  rec¬ 
ords. 

(a)  Each  institution  must  maintain 
adequate  records  which  include  the 
fiscal  and  accounting  records  that  will 
be  required  under  §  190.82  and  records 
indicating— 

( 1 )  The  eligibility  of  all  enrolled  stu¬ 
dents  who  have  submitted  a  valid  SER 
to  the  institution; 

(2)  The  name,  social  security 
number,  and  amount  paid  to  each  re¬ 
cipient; 

(3)  The  amount  and  date  of  each 
payment; 

(4)  The  amount  and  date  of  any 
overpayment  that  has  been  restored  to 
the  program  account; 

<5)  The  “Studertt  Eligibility  Report” 
for  each  student: 

(6)  The  student’s  cost  of  attendance; 

(7)  How  the  student’s  full  or  part- 
time  enrollment  status  was  deter¬ 
mined;  and 

(8)  The  student’s  enrollment  period. 

(b)  The  institution  must  make  the 
records  listed  in  paragraph  (a)  availa¬ 
ble  for  inspection  by  the  Commission¬ 
er's  authorized  representative  at  any 
reasonable  time  in  the  institution’s  of¬ 
fices.  It  must  keep  these  records  for 
five  years  after  it  submits  an  account¬ 
ing  of  each  award  period’s  funds  to 
the  Commissioner. 

(c)  The  institution  must  keep  rec¬ 
ords  involved  in  any  claim  or  expendi¬ 
ture  questioned  by  Federal  audit  until 
resolution  of  any  audit  questions; 

(d)  An  institution  may  substitute  mi¬ 
crofilm  copies  in  lieu  of  original  rec¬ 
ords  in  meeting  the  requirements  of 
this  section. 

(20  U.S.C.  1070a.) 

§  190.84  Submission  of  reports. 

The  institution  must  submit  the  re¬ 
ports  and  information  the  Commis¬ 
sioner  requires  in  connection  with  the 
funds  advanced  to  it  and  must  comply 
with  the  procedures  the  Commissioner 
finds  necessary  to  ensure  that  the  re¬ 
ports  are  correct. 

<20  U.S.C.  1070a.) 

§  190.85  Audit  and  examination. 

(a)  Federal  audits.  The  institution 
must  give  the  Secretary,  the  Comp¬ 
troller  General  of  the  United  States, 
or  their  duly  authorized  representa¬ 
tives,  access  to  the  records  specified  in 
§§  190.82  and  190.83  and  to  any  other 
pertinent  books,  documents,  papers 
and  records. 

(b)  Non-Fedcral  audits.  The  institu¬ 
tion  must  audit  or  have  audited  under 
its  direction  all  Basic  Grant  Program 
transactions  to  determine  at  a  mini¬ 
mum— 

(1)  The  fiscal  integrity  of  financial 
transactions  and  reports;  and 

(2)  If  such  transactions  are  in  com¬ 
pliance  with  the  applicable  laws  and 


regulations.  Such '  audits  will  be  per¬ 
formed  in  accordance  with  HEW’s 
“Audit  Guide’’  tdr  the  Basic  Grant 
Program. 

(3)  The  institution  must  have  an 
audit  performed  at  least  once  every 
two  years. 

(c)  The  institution  must  submit 
audit  reports  to  the  institution’s  local 
regional  office  of  HEW’s  Audit 
Agency.  It  must  give  the  Audit  Agency 
and  the  Commissioner  access  to  rec¬ 
ords  or  other  documents  necessary  to 
the  audit’s  review. 

(20  UJS.C.  1070a.) 

Subport  H — Administration  of  Grant 

Payments — Alternate  Disbursement 

System 

§  190.91  Scope. 

This  subpart  deals  with, program  ad¬ 
ministration  by  an  institution  of 
higher  education  under  the  Alternate 
Disbursement  System  (ADS).  Under 
the  ADS,  the  Commissioner  calculates 
and  pays  the  Basic  Grant  awards. 

(20  U3.C.  1070a.) 

5  190.92  Institutional  agreement — Alter¬ 

nate  Disbursement  System  (ADS). 

(a)  Under  ADS,  the  Commissioner 
will  calculate  and  pay  Basic  Grant 
awards  to  students  enrolled  in  an  insti¬ 
tution  which  has  entered  into  an 
agreement  to  carry  out  this  subpart. 

(b)  Under  this  agreement,  the  insti¬ 
tution  agrees  to: 

(1)  complete  OE  Form  304  for  each 
eligible  student,  as  specified  in 
$  190.94;  and 

(2)  maintain  and  keep  records  as 
specified  in  5  190.96. 

<20  U.S.C.  1070a.) 

§  190.93  Change  in  ownership  and  change 
to  the  Regular  Disbursement  System 
<  RDS). 

(a)  Change  to  RDS.  The  Commis¬ 
sioner  may  enter  into  an  agreement 
with  an  ADS  institution  which  wishes 
to  participate  in  the  program  under 
the  Regular  Disbursement  System. 
However,  the  agreement  will  go  into 
effect  July  1  of  the  succeeding  award 
period. 

(b)  Termination  because  of  change 
in  ownership  that  results  in  a  change 
in  control  (1)  An  ADS  agreement  ter¬ 
minates  when  an  institution  changes 
ownership  that  results  in  a  change  in 
control.  (2)  The  Commissioner  may 
enter  into  an  agreement  with  the  new 
owner  if  the  institution  complies  with 
the  requirements  set  forth  in  $  149.66 
of  the  “Eligibility  Regulations,”  (45 
CFR  149.66). 

(20  UJS.C.  1070a.) 


§  190.94  Calculation  and  disbursement  of 
awards  by  the  Commissioner  of  Educa¬ 
tion. 

(a)  An  eligible  student  enrolled  in  an 
institution  participating  in  the  Basic 
Grant  Program  under  the  ADS  applies 
to  the  Commissioner  for  a  Basic  Grant 
according  to  the  following  procedures; 

(1)  The  student  submits  an  SER  to 
his/her  institution  and  obtains  an  OE 
Form  304  from  the  institution; 

(2)  The  student  completes  the  OE 
Form  304,  including  the  affidavit  of 
educational  purpose  described  under 
§  190.79,  and  submits  it  to  the  institu¬ 
tion: 

(3)  On  the  OE  Form  304  the  institu¬ 
tion  certifies  that  the  student— 

(i)  Meets  eligibility  requirements  of 
5  190.4, 

(ii)  Is  maintaining  satisfactory  prog¬ 
ress  in  his/her  course  of  study, 

(iii)  Does  not  owe  a  refund  on  grants 
received  for  attendance  at  that  institu¬ 
tion  under  the  Basic  Grant,  the  Sup¬ 
plemental  Grant,  or  the  State  Student 
Incentive  Grant  Programs,  and 

(iv)  Is  not  in  default  on  any  National 
Defense/Direct  Student  Loan  made  by 
the  institution  or  on  any  Guaranteed 
Student  Loan  received  for  attendance 
at  that  institution.  (In  determining 
whether  a  student  is  in  default  on  a 
GSL,  the  institution  may  rely  on  a 
written  statement  provided  by  the  stu¬ 
dent  unless  the  institution  has  infor¬ 
mation  to  the  contrary);  and 

(4)  The  institution  returns  the  SER 
and  OE  Form  304  to  the  student,  who 
then  submits  these  documents  to  the 
Commissioner.  Both  documents  must 
be  received  by  the  Commissioner  on  or 
before  the  deadline  dates  described  in 
§  190.61. 

(b)  If  an  institution  believes  that  the 
information  on  an  SER  may  be  in 
error,  the  institution  must  notify  the 
student  and  request  documentation  or 
correction.  Any  case  not  resolved  by 
the  institution  should  be  reported  to 
the  Commissioner. 

(c)  The  Commissioner  will  calculate 
a  student’s  award  in  accordance  with 
Subpart  F  of  this  part  and  will  pay  the 
student  once  every  payment  period. 

(20  U.S.C.  1070a.) 

5 190.95  Termination  of  enrollment  and 
refund. 

(a)  The  institution  must  Inform  the 
Commissioner  of  the  date  when  a  stu¬ 
dent  officially  or  unofficially  with¬ 
draws  or  is  expelled  during  a  payment 
period  for  which  that  student  was 
paid. 

(b)  A  student  who  officially  or  unof¬ 
ficially  withdraws  or  is  expelled  from 
an  institution  before  completion  of  50 
percent  of  a  payment  period  for  which 
he/she  has  been  paid,  will  refund  a 
prorated  portion  of  the  payment  as  de¬ 
termined  by  the  Commissioner. 

(20  U.S.C.  1070a.) 
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{  190.96  Maintenance  and  retention  of  rec¬ 
ords. 

(a)  An  institution  under  the  ADS 
must  establish  and  maintain— 

(1)  Records  relating  to  each  Basic 
Grant  recipient’s  enrollment  status, 
and  attendance  costs  at  the  institu¬ 
tion;  and 

(2)  Records  showing  when  each  re¬ 
cipient  was  enrolled. 

(b)  The  institution  must  make  these 
records  available  at  the  geographic  lo¬ 
cation  where  the  student  will  receive 
his/her  degree  or  certificate  of  course 
completion,  and  must  keep  them  for 
five  years  following  a  recipient’s  last 
date  of  enrollment. 

(c)  The  institution  will  make  availa¬ 
ble  to  the  Commissioner,  the  Secre¬ 
tary,  the  Comptroller  General  of  the 
United  States,  and  their  authorized 
representatives,  pertinent  books,  docu¬ 
ments,  papers  and  records  for  audit 
and  examination  during  the  five  year 
retention  period. 

(d)  An  institution  may  substitute  mi¬ 
crofilm  copies  in  lieu  of  original  rec¬ 
ords  in  meeting  the  requirements  of 
this  section. 

(20  U.S.C.  1070.) 

Appendix  A— Summary  or  Comments  and 
Responses 

Set  forth  below  is  a  summary  of  the 
public  comments  received  on  the  proposed 
Basic  Grant  Administrative  and  Technical 
regulations  and  the  Office  of  Education  re¬ 
sponses  to  those  comments.  Generally,  the 
comments  and  responses  appear  in  the  nu¬ 
merical  sequence  of  the  regulations  and  are 
identified  with  the  section  number  and  title 
of  the  section  to  which  they  refer. 

{ 190.2  General  Definitions. 

(a)  academic  year 

Comment  Several  commenters  asked  if  in¬ 
stitutions  with  a  longer  academic  year  than 
the  minimum  provided  in  §  190.2(a)  could 
use  their  longer  academic  year  as  their  insti¬ 
tutional  standard.  One  commenter  suggest¬ 
ed  the  insertion  of  the  phrase  “at  least” 
prior  to  {190.2(a)(1)  to  indicate  that  the 
definition  merely  establishes  minimum  cri¬ 
teria  for  an  institution's  academic  year,  and 
that  the  institution  has  the  flexibility  to 
adhere  to  a  longer  one  if  it  so  chose. 

Response.  An  institution  with  a  longer 
academic  year  than  the  minimum  provided 
in  §  190.2(a)  must  use  that  longer  year  as 
the  institution's  standard.  To  that  end  the 
Commissioner  has  adopted  the  commenter’s 
suggestion  to  insert  the  phrase  "at  least”  in 
the  definition  of  an  "academic  year.” 

900  Clock  Hour  Minimum 

Comment  The  900  clock  hour  minimum 
requirement  for  each  program  during  an 
academic  year  is  regarded  by  many  com¬ 
menters  as  too  stringent.  Several  questioned 
the  logic  behind  the  900  figure.  They  indi¬ 
cated  that  if  a  student  completed  a  thirty- 
six  week  course  at  24  clock  hours  per  week 
the  student  would  accumulate  only  864 
clock  hours,  and  suggested  a  reduction  to  at 
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least  that  number  of  clock  hours  as  a  mini¬ 
mum  requirement. 

One  commenter  recommended  the  adop¬ 
tion  of  a  standard  of  750  clock  hours  for  a 
one  year  program  as  the  minimum  number 
of  clock  hours  used  to  measure  an  academic 
year.  Another  suggested  a  reduction  to  800 
clock  hours  on  the  basis  of  an  eight  month 
academic  year  which  is  the  equivalent  of 
two  semesters  or  three  quarters. 

A  majority  of  commenters  disagreed  with 
the  900  clock  hour  minimum  on  the  basis  of 
the  recent  changes  in  the  Veterans’  Admin¬ 
istration  requirements.  The  requirements 
for  a  full-time  student  at  clock  hour  institu¬ 
tions  receiving  Veterans  benefits  was  re¬ 
duced  from  24  clock  hours  a  week  to  18 
clock  hours  in  theory  oriented  courses  and 
22  clock  hours  in  laboratory  or  workshop 
oriented  courses.  Utilizing  these  new  clock 
hour  requirements,  the  commenters  sug¬ 
gested  an  academic  year  ranging  from  648 
to  792  clock  hours.  Several  other  com¬ 
menters  pointed  to  the  lack  of  consistency 
between  the  900  clock  hour  requirement 
and  the  Veterans’  Administration  require¬ 
ments  of  648  to  792  and  suggested  that  this 
inconsistency  would  greatly  increase  record¬ 
keeping  and  monitoring  of  students  who  are 
recipients  under  both  programs. 

Full-time  student 

Many  commenters  disagreed  with  the  pro¬ 
posed  definition.  Several  questioned  the 
continued  viability  of  requiring  24  clock 
hours  per  week  as  a  facet  of  the  definition. 
These  commenters,  referring  to  the  recent 
action  of  the  Veterans’  Administration,  rec¬ 
ommended  that  the  Office  of  Education 
revise  the  full-time  student  definition  to  ad¬ 
dress  these  changes  and  thereby  eliminate 
the  inconsistency  among  the  various  stu¬ 
dent  assistance  programs.  The  proposed  reg¬ 
ulation  requiring  24  clock  hours  per  week 
was  further  criticized  as  being  inconsistent 
with  the  notice  of  proposed  rulemaking  re¬ 
cently  published  for  the  Guaranteed  Stu¬ 
dent  Loan  Program  which  required  25  clock 
hours  per  week  for  a  full-time  student. 
These  commenters  suggested  that  the  cur¬ 
rent  criteria  for  full-time  student  status  of 
18  clock  hours  per  Week  for  theory  related 
coursework  and  22  clock  hours  per  week  for 
laboratory  or  workshop  related  coursework 
used  by  the  Veterans’  Administration  be 
adopted  by  the  Office  of  Education. 

Citing  the  history  of  the  clock  hour  re¬ 
quirement  another  commenter  recommend¬ 
ed  that,  since  the  Office  of  Education  origi¬ 
nally  adopted  the  then  current  Veterans’ 
Administration  requirement  of  25  clock 
hours  per  week  in  its  original  definition, 
consistency  of  treatment  requires  that  the 
Office  of  Education  reduce  the  number  of 
clock  hours  required  to  the  Veterans’  Ad¬ 
ministration  minimum. 

Response.  The  recommendations  tor  revis¬ 
ing  the  number  of  clock  hours  in  an  aca¬ 
demic  year  have  not  been  adopted.  The 
Commissioner  believes  that  900  clock  hours 
is  the  appropriate  equivalent  of  two  semes¬ 
ters,  two  trimesters  or  three  quarters. 

The  900  clock  hours  equivalent  was  calcu¬ 
lated  in  the  following  manner.  A  one  year 
program  was  considered  to  be  one  academic 
year  of  approximately  nine  months,  or  36 
weeks  in  length.  A  full-time  student  in  a 
clock  hour  program  was  considered  full-time 
if  he  or  she  was  taking  25  clock  hours  per 
week.  Nine  hundred  hours  is  the  product  of 
multiplying  25  x  36.  The  Commissioner  has 
subsequently  reduced  the  minimum  number 


of  clock  hours  a  student  must  take  to  be 
full-time  but  this  change  was  undertaken 
for  the  convenience  of  having  the  definition 
of  half-time  study  equal  one-half  of  full¬ 
time  study. 

The  Commissioner  does  not  believe  that 
the  action  of  the  Congress  in  reducing  the 
number  of  hours  that  a  veteran  must  take 
in  a  clock  hour  program  to  be  considered  a 
full-time  student  requires  a  similar  change 
in  the  Basic  Grant  program. 

Congress  reduced  the  number  of  hours  re¬ 
quired  for  full-time  study  to  permit  a  cer¬ 
tain  limited  class  of  students,  basically  Viet¬ 
nam  era  veterans,  to  receive  a  larger  grant. 
If  the  Commissioner  reduced  the  definition 
of  a  full-time  student  and  an  academic  year 
to  the  level  included  in  the  veterans  educa¬ 
tion  benefits  program  legislation,  the  effect 
would  be  all  encompassing  and  not  limited 
to  a  particular  class  of  students.  While  the 
Commissioner  believes  in  the  desirability  of 
uniformity  where  appropriate,  he  believes 
that  the  definitions  included  in  the  pro¬ 
posed  rule  more  accurately  reflect  full-time 
study.  Therefore,  the  definition  of  an  aca¬ 
demic  year  of  900  clock  hours  and  full-time 
study  in  a  clock  hour  program  of  24  clock 
hours  a  week  will  not  be  changed. 

(c)  award  period 

Comment  Two  commenters  questioned 
the  need  for  the  term  and  suggested  that 
the  term  "fiscal  year”  be  used  in  place  of 
"award  period.”  One  commenter  recom¬ 
mended  that  the  dates  of  the  Federal  fiscal 
year— October  1  and  September  30th— be 
used  in  place  of  the  July  1  and  June  30th 
dates. 

Response.  The  suggestions  were  not  adopt¬ 
ed.  To  provide  consistency  with  all  title  IV 
Programs,  the  name  for  the  period  of  time 
between  July  1  of  one  year  and  June  30  of 
the  subsequent  year  was  changed  in  the 
notice  of  proposed  rulemaking.  The  defini¬ 
tion  is  now  standard  for  all  Title  IV  Pro¬ 
grams  and  remains  in  the  final  regulation 
unamended. 

id)  clock  hour 

Comment  Two  commenters  suggested 
that  the  definition  specify  either  a  50  or  a 
60  minute  class  period  as  the  standard  in 
the  interest  of  clarity.  One  commenter  felt 
that  the  clock  hour  definition  was  too  re¬ 
strictive.  The  commenter  suggested  that 
some  institutional  clock  hours  may  be  as 
little  as  45  minutes  in  length,  and  requested 
that  the  exact  extent  of  time  in  minutes  be 
left  to  the  institution’s  complete  discretion. 

Response.  The  suggestions  were  not  adopt¬ 
ed.  The  Commissioner  believes  that  the  cur¬ 
rent  definition  is  reasonable  and  that  it 
allows  for  sufficient  institutional  flexibility. 
Additionally,  it  is  consistent  with  other 
Title  IV  Programs. 

(g)  enrollment  status 

Comment  One  of  the  proposed  revisions 
included  in  the  May  15  NPRM  was  a  new 
procedure  for  calculating  awards  at  term- 
based  institutions  which  use  credit  hours. 
Under  the  proposed  rule  students  enrolled 
less  than  full-time  would  no  longer  be  divid¬ 
ed  into  three-quarter  and  half-time  catego¬ 
ries.  Rather,  it  was  proposed  that  a  stu¬ 
dent's  part-time  status  would  reflect  the 
exact  degree  that  his/her  enrollment  relat¬ 
ed  to  full-time  status.  For  example,  a  stu¬ 
dent  enrolled  for  11  credit  hours  would  re¬ 
ceive  11/12  of  a  full-time  award  for  the  term 
instead  of  receiving  an  award  as  a  three- 
quarter-time  student. 

Many  commenters  suggested  that  this 
fractional  concept  not  be  Implemented.  One 
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commenter  stated  that,  in  effect,  the  insti¬ 
tution  must  employ  multiple  payment 
schedules  for  a  variety  of  “cost”  situations 
in  each  of  the  fractional  enrollment  status 
situations.  Another  criticized  the  proposed 
definition  as  “immeasurably  difficult,  time 
consuming  and  frustrating.”  A  third  sug¬ 
gested  that  the  costs  to  the  institutions  in 
performing  these  calculations  are  much 
more  severe  than  the  actual  dollar  differ¬ 
ences  lost  or  gained  by  using  the  current 
range  of  credit  hours.  Another  requested  a 
postponement  of  the  implementation  of  this 
fractional  concept  to  give  the  financial  aid 
community  more  time  to  reflect  upon  the 
concept  and  to  react  to  the  proposed 
change.  Several  commenters  alluded  to  the 
difficulty  of  reprogramming  their  computer 
operations  for  the  1978-79  award  period  if 
this  fractional  concept  becomes  effective 
with  the  publication  of  the  final  regulation. 

Response.  For  the  reasons  stated  by  the 
commenters,  the  fractional  concept  of  en¬ 
rollment  status  has  been  omitted  in  the 
final  regulations.  Instead  enrollment  status 
will  refer  to  a  student's  status  as  a  full-time, 
three-quarter-time  or  half-time  student.  A 
definition  of  three-quarter-time  student 
status  has  been  incorporated  in  the  final 
regulation.  For  those  institutions  which  use 
credit  hours  and  academic  terms,  the  final 
regulation  does  not  embody  a  change  in  the 
method  of  calculating  awards  from  the  pro¬ 
cedure  under  the  old  regulation. 

Comment.  Three  commenters  criticized 
the  12  semester  or  12  quarter  hour  require¬ 
ment  for  full-time  student  status  as  being 
inadequate.  Citing  the  fact  that  most  insti¬ 
tutions  require  between  15  and  18  hours  per 
term  for  eight  semesters  or  12  quarters,  a 
full-time  student,  according  to  the  defini¬ 
tion  in  §  190.2(h)(1)  and  (2),  would  not  have 
completed  the  degree  requirements  within 
four  years  and  yet  not  be  eligible  for  a  fifth 
year  grant.  One  commenter  suggested  rais¬ 
ing  the  minimum  requirement  to  15  credit 
hours  while  another  suggested  18  credit 
hours  per  term. 

Response.  The  suggestions  were  not  adopt¬ 
ed.  The  criteria  set  forth  in  §  190.2(h)(1)  and 
(2)  are  only  minimum  criteria.  An  institu¬ 
tion  must  use  the  actual  credit  hours  re¬ 
quired  of  a  full-time  student  at  that  institu¬ 
tion  in  determining  whether  a  student  is 
full-time  if  that  number  is  at  least  as  much 
as  the  minimum  numbers  included  in  the 
definition.  The  definition  is  not  intended  to 
limit  an  institution's  requiring  more  than 
the  minimum,  rather  the  definition  provides 
a  minimum  number  of  credit  hours  to  be 
considered  full-time  status  under  the  Basic 
Grant  Program. 

Comment  A  majority  of  commenters  sug¬ 
gested  that,  in  place  of  the  proposed  full¬ 
time  student  definition,  the  definition  appli¬ 
cable  in  the  Supplemental  Educational  Op¬ 
portunity  Grant  (SEOG)  Program  regula¬ 
tions  be  adopted  for  Basic  Grants.  The 
change  was  also  suggested  by  several  of  the 
financial  aid  organizations,  arguing  that  the 
adoption  of  the  SEOG  Program  definition 
would  achieve  two  goals:  (1)  increased  clar¬ 
ity  and  a  simplification  of  the  regulation, 
and  (2)  provide  greater  uniformity  of  defini¬ 
tions  among  the  Title  IV  Programs. 

One  commenter  cited  the  proposed  full¬ 
time  student  definition  as  an  example  of 
over-regulation.  In  the  commenter's  opin¬ 
ion,  the  Office  of  Education,  in  attempting 
to  address  every  conceivable  type  of  full¬ 
time  student  situation,  has  created  an  un¬ 
workable  definition.  Another  commenter  be¬ 


lieved  that  the  proposed  definition  created 
an  intrusion  into  the  activities  of  non-tradi- 
tional  and  innovative  institutions  by  forcing 
them  to  choose  one  of  the  proposed  mini¬ 
mum  requirements. 

Response.  The  suggestion  to  adopt  the  rel¬ 
evant  subsection  of  the  SEOG  Program  reg¬ 
ulation  was  not  adopted.  Full-time  student 
status  under  the  SEOG  Program  has  no  re¬ 
lation  to  the  amount  of  money  a  student  re¬ 
ceives.  However  under  the  Basic  Grant  Pro¬ 
gram  full-time  status  is  directly  related  to 
the  amount  of  grant  funds  a  student  re¬ 
ceives.  The  Commissioner  does  not  believe 
that  the  definition  is  an  example  of  over¬ 
regulation.  On  the  contrary,  the  definition 
puts  forth  minimum  standards  in  an  effort 
to  establish  a  base  for  the  consistent  treat¬ 
ment  of  all  Basic  Grant  recipients. 

(i)  good  standing 

Comment  One  commenter  questioned  the 
distinction  between  good  standing  and  satis¬ 
factory  progress.  Another  suggested  that  it 
is  confusing  to  have  a  definition  of  good 
standing  and  not  a  definition  of  satisfactory 
progress  and  recommended  the  final  regula¬ 
tion  include  a  written  definition  of  satisfac¬ 
tory  progress.  A  third  commenter  recom¬ 
mended  deletion  of  the  definition. 

Response.  The  recommendation  to  include 
in  the  final  regulation  a  definition  of  satis¬ 
factory  progress  was  not  adopted.  The  Com¬ 
missioner  believes  that  an  institution  should 
develop  its  own  standards  of  satisfactory 
progress.  . 

An  institution  must  have  a  written  stand¬ 
ard  of  satisfactory  progress  which  is  applica¬ 
ble  for  all  student  recipients  of  Title  IV 
funds  in  order  for  its  students  to  receive 
those  funds.  The  content  is  strictly  an  insti¬ 
tutional  concern.  Satisfactory  progress  is  an 
evaluation  of  a  student's  efforts  to  achieve 
an  educational  goal  within  a  given  period  of 
tipie.  Accordingly,  in  formulating  its  stand¬ 
ard.  the  institution  should  take  into  consid¬ 
eration  the  normal  time  frame  for  complet¬ 
ing  a  course  of  study  and  must  have  some 
means,  such  as  grades  or  work  projects  com¬ 
pleted,  which  can  be  measured  against  a 
norm. 

The  recommendation  to  delete  the  defini¬ 
tion  of  good  standing  has  not  been  adopted. 
The  term  is  taken  directly  from  the  autho¬ 
rizing  legislation  (Higher  Education  Act 
(HEA)  of  1965  as  amended.  SEC  411(a)(1)). 
A  conceptual  difference  exists  between  good 
standing  and  satisfactory  progress.  Good 
standing  means  that  a  student  is  capable  of 
continuing  enrollment,  while  satisfactory 
progress  means  that  the  student  is  proceed¬ 
ing  in  a  positive  manner  toward  fulfilling 
degree  or  certificate  requirements. 

(o’)  Student  Eligibility  Report 

Comment  Three  commenters  suggested 
that  the  name  Student  Eligibility  Report 
(SER)  is  confusing  to  students  and  their 
families  and  recommended  that  the  report 
be  called  a  Basic  Grant  Report.  Two  com¬ 
menters  thought  the  definition  was  mislead¬ 
ing  and  would  confuse  students.  One  com¬ 
menter  recommended  that  the  definition  in¬ 
dicate  that  the  report  is  provided  by  the 
Office  of  Education. 

Response.  The  final  regulation  has  not 
been  amended.  The  Commissioner  does  not 
believe  that  the  definition  or  the  title  of  the 
report  are  confusing  or  misleading  to  stu¬ 
dents.  The  name  of  the  report  has  been 
used  for  the  last  five  years  of  the  program 
and  a  change  in  nomenclature  now  would 
create  the  very  confusion  the  commenters 
wished  to  prevent. 


(q)  undergraduate  student 

Comment  A  number  of  respondents  ques¬ 
tioned  the  meaning  and  purpose  of 
8  190.2(p)(2)  particularly  the  concluding  sen¬ 
tence  which  states  that  a  student  is  consid¬ 
ered  an  undergraduate  student  for  only  the 
first  four  years  of  a  course  of  study  which 
may  be  longer  in  duration. 

Response.  This  statement  is  designed  to 
clarify  the  status  of  students  whose  aca¬ 
demic  program  may  be  five,  six  or  more 
years  in  length.  Program  experience  indi¬ 
cates  that  there  has  been  confusion  as  to 
the  duration  of  undergraduate  status. 
Therefore,  this  clarifying  sentence  was  in¬ 
serted  in  the  regulation. 

Comment  Several  commenters  were  dis¬ 
satisfied  with  the  proposed  definition.  One 
suggested  adding  the  word  "eligible”  to  de¬ 
lineate  an  undergraduate  course  of  study. 
Another  suggested  clarifying  the  definition 
by  substituting  the  phrase  “completed  the 
academic  work  toward  a  baccalaureate”  for 
the  term  “awarded  a  baccalaureate,”  on  the 
justification  that  a  student  not  awarded  a 
degree  but  having  completed  the  require¬ 
ments  would  be  eligible  to  receive  additional 
Basic  Grant  awards. 

Response.  The  suggestions  for  amend¬ 
ments  were  not  adopted.  The  insertion  of 
the  word  “eligible”  would  render  the  defini¬ 
tion  redundant.  In  the  case  of  the  term 
“awarded",  a  student  is  considered  an  un¬ 
dergraduate  until  he  or  she  has  been  award¬ 
ed  a  baccalaureate.  Using  the  suggested  lan¬ 
guage  would  require  a  financial  aid  officer 
to  know  exactly  at  what  point  a  student  has 
sufficient  credits  to  graduate  and  would  not 
take  into  account  a  student's  change  of  pro¬ 
gram  or  major. 

5  190.2a  Special  Terms. 

8 190.2a(b)  Eligible  Program  in  a  propri¬ 
etary  institution 

(c)  Regular  student 

8  190.3(b)  Proprietary  Institution  of  higher 

education 

8  190.4  Eligible  student 

Under  the  proposed  regulations,  an  eligi¬ 
ble  proprietary  institution  was  limited  to 
those  proprietary  schools  that  restrict  their 
enrollment  of  regular  students  to  high 
school  graduates  or  their  equivalent.  The 
definition  of  an  eligible  program  in  a  propri¬ 
etary  institution  included  only  those  pro¬ 
grams  which,  among  other  things,  admitted 
as  regular  students  only  high  school  gradu¬ 
ates  or  their  equivalent.  Section  190.4,  the 
student  eligibility  section,  provided  that 
Basic  Grants  could  be  awarded  only  to  regu¬ 
lar  students.  Finally,  the  definition  of  a  reg¬ 
ular  student  described  that  student,  in 
effect,  as  a  student  who  enrolls  in  an  insti¬ 
tution  for  the  purpose  of  obtaining  a  degree 
or  certificate  in  a  program  which  that  insti¬ 
tution  is  qualified  to  give.  As  a  result  of 
these  provisions,  non-high  school  graduates 
or  non-GED  certificate  holders  attending 
proprietary  institutions  were  ineligible  to 
receive  Basic  Grants.  Furthermore,  their 
presence  in  a  degree  or  certificate  program 
at  a  proprietary  institution  made  both  that 
program  and  that  institution  ineligible  so 
that  no  student  attending  that  Program 
would  be  able  to  receive  a  Basic  Grant. 

Numerous  comments  were  received  object¬ 
ing  to  these  provisions.  Jtfany  felt  that  pro¬ 
prietary  schools  were  being  unfairly  singled 
out  in  contrast  to  public  and  non-profit  pri- 
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vate  institutions,  and  that  non-high  school 
graduates  were  being  unfairly  treated. 

The  difference  in  treatment  between  pro¬ 
prietary  institutions  and  public  and  non¬ 
profit  private  institutions  was  based  upon 
the  statutory  definitions  of  those  terms  as 
they  existed  at  the  time  the  proposed  regu¬ 
lations  were  published.  Therefore,  a  differ¬ 
ent  treatment  was  not  only  proper,  it  was 
required. 

Briefly,  the  historical  background  for  the 
difference  in  treatment  resulting  from  the 
statute  is  as  follows.  Before  the  enactment 
of  the  Education  Amendments  of  1976,  one 
requirement  of  institutional  eligibility  was 
that  an  institution  must  admit  as  regular 
students  only  persons  with  a  high  school  di¬ 
ploma  or  the  recognized  equivalent.  The 
Education  Amendments  of  1976  amended 
the  Higher  Education  Act  of  1965  by  provid¬ 
ing  that  public  and  private  non-profit  insti¬ 
tutions  could  also  admit  as  regular  students 
"persons  who  are  beyond  the  age  of  compul¬ 
sory  school  attendance  in  the  State  in 
which  the  institution  is  located  and  who 
have  the  ability  to  benefit  from  the  training 
offered  by  the  institution."  This  statutory 
change  in  institutional  eligibility  require¬ 
ments  did  not  affect  proprietary  institu¬ 
tions.  However,  the  Middle  Income  Student 
Assistance  Act  has  now  extended  this 
change  in  institutional  eligibility  require¬ 
ments  to  proprietary  institutions.  Conse¬ 
quently,  all  differences  in  treatment  in  the 
definitions  in  Subpart  A  of  the  proposed 
regulations  which  had  been  based  upon  the 
differing  statutory  definitions  have  been  re¬ 
moved  in  the  final  regulations. 

S  190.2a(a)  Eligible  Program 

Comment  Three  commenters  asked  that 
the  term  “GED  Certificate"  used  in 
9  196.2a(aXlXii)  be  supplemented  to  include 
several  of  the  State  equivalency  program 
certificates. 

Response.  The  recommendation  has  been 
adopted.  In  addition  to  specifying  the  Gen¬ 
eral  Education  Development  Certificate,  the 
final  regulation  also  makes  reference  to  rec¬ 
ognized  state  equivalencies. 

Comment  One  commenter  requested  that 
parallel  language  be  used  in 
5  190.2a(aXlXiii)  and  §  190.3(aXiii)  and  sug¬ 
gested  instead  of  "may  benefit”  the  use  of 
the  phrase  "have  the  ability  to  benefit.” 
The  commenter  argued  for  the  parallel  lan¬ 
guage  because  the  latter  phrase 
<5  190.3(a)(iii»  is  taken  directly  from  the  au¬ 
thorizing  legislation  (HEA  1965  as  amended. 
Sec.  411(aXl)). 

Response.  The  suggestion  has  -been  adopt¬ 
ed  and  parallel  language  has  been  incorpo¬ 
rated  in  the  final  regulation. 

Comment  One  commenter  asked  for  a 
definition  of  the  terms  "gainful  employ¬ 
ment"  and  “recognized  occupation"  as  these 
terms  appear  in  §  190.2a(bX3). 

Response.  The  suggestion  has  not  been 
adopted.  These  terms  will  be  defined  in  the 
forthcoming  proposed  regulations  regarding 
Eligible  Institutions,  which  will  govern  insti¬ 
tutional  participation  in  all  Title  IV  pro¬ 
grams. 

(f)  Payment  period— General 

Comment  Several  commenters  objected  to 
the  distinction  made  in  the  proposed  regula¬ 
tions  between  clock  hour  and  credit  hour  in¬ 
stitutions.  One  commenter  questioned  the 
distinction  and  suggested  that  it  would 
result  in  inequitable  treatment  for  students 
in  proprietary  institutions. 


Five  commenters  voiced  concern  over 
what  they  felt  was  excessive  monitoring  of 
students  under  either  the  payment  period 
proposed  in  the  regulation  or  the  alterna¬ 
tive  payment  period  proposed  in  the  Pream¬ 
ble. 

Four  commenters  requested  clarification 
as  to  how  to  treat  absences  for  short  illness, 
family  death,  or  other  such  non-voluntary 
situations  in  which  the  student  incurs  clock 
hour  absence  if  the  proposed  definition  of 
payment  period  published  in  the  regulation 
were  adopted  In  the  final  regulation.  One 
commenter  requested  that  if  the  payment 
period  method  proposed  in  the  regulation 
were  adopted,  specific  guidelines  should  be 
made  part  of  the  regulation  indicating  any 
tolerance  levels  that  would  be  operative  in 
the  situation  of  non-voluntary  absences. 

Commenters.  however,  were  generally  in 
favor  of  the  payment  period  proposed  in  the 
regulation  as  being  the  most  equitable  to 
students. 

Response.  The  recommendation  of  many 
of  the  commenters  to  adopt  the  concept  of  a 
payment  period  with  a  fixed  number  of 
clock  hours  has  been  adopted  and  incorpo¬ 
rated  in  the  final  regulation. 

The  question  of  the  treatment  of  absences 
under  the  payment  period  method  using  a 
fixed  number  of  clock  hours  warrants  some 
discussion.  Under  this  method  a  student 
may  not  be  paid  a  second  payment  until  all 
the  clock  hours  for  which  the  student  was 
paid  in  the  first  payment  period  are  com¬ 
pleted.  However,  if  the  institution  allows  a 
certain  number  of  hours  of  absences  which 
do  not  have  to  be  made  up  in  order  to  com¬ 
plete  the  academic  year,  those  allowable 
hours  of  absences  may  be  taken  into  ac¬ 
count  in  determining  when  the  second  pay¬ 
ment  should  be  made.  This  concept  of  pay¬ 
ment  period  was  developed  as  a  response  to 
questions  from  proprietary  institution  offi¬ 
cials  as  to  how  to  treat  those  students 
whose  hours  of  attendance  may  fluctuate. 

§  190  Institution  of  Higher  Education. 

(a)  public  or  other  non-pro/it  institution 

Comment  One  commenter  requested  the 
insertion  of  the  term  "usually"  in 
{  190.3(aX2Xi)  and  (ii)  so  that  extraordinary 
students  who  are  sometimes  accepted  by 
universities  and  colleges  before  they  com¬ 
plete  their  high  school  education  would  not 
be  in  question. 

Response.  No  change  was  made  in  the  reg¬ 
ulation.  The  Commissioner  believes  that  ex¬ 
traordinary  students  accepted  for  admission 
by  colleges  and  universities  before  they 
complete  their  high  school  education  are 
generally  above  the  age  of  compulsory 
school  attendance.  They  would  thus  not 
pose  a  problem  to  the  institution's  eligibility 
status. 

Comment  Several  commenters  criticized 
the  inclusion  in  $  190.3(aX2Xiii)  of  both  the 
"ability  to  benefit  from  the  training  of¬ 
fered”  clause  and  the  documentation  re¬ 
quired  of  the  institution.  Citing  the  fact 
that  it  is  an  institutional  matter  to  deter¬ 
mine  who  has  the  ability  to  benefit,  one 
commenter  stated  that  the  means  of  deter¬ 
mining  ability  to  benefit  is  a  matter  of  insti¬ 
tutional  decision  making.  Another  com¬ 
menter  considered  the  wording  an  unwar¬ 
ranted  intrusion  by  the  Federal  Govern¬ 
ment  into  the  admissions  process  of  the  in¬ 
stitution. 

Three  commenters  objected  to  the  ability 
to  benefit  sections  as  endangering  the  "open 
door”  policy  of  most  community  colleges. 


One  commenter  stated  that  this  section,  if 
unamended,  will  be  used  to  deny  potentially 
capable  students  any  chance  to  attempt 
higher  education.  Another  commenter  sug¬ 
gested  that  the  present  rules  governing  sat¬ 
isfactory  progress  are  a  much  more  appro¬ 
priate  point  to  assess  a  student's  ability  to 
benefit  from  the  training  offered  by  local 
public  postsecondary  educational  institu¬ 
tions. 

Several  other  commenters  criticized  the 
"linkage”  of  the  definition  of  public  and 
non-profit  institutions  and  the  definition  of 
regular  student. 

These  commenters  argued  that  the  link¬ 
age  presumes  upon  the  ability  of  the  institu¬ 
tion  of  higher  education  to  determine  whom 
it  should  or  should  not  admit  to  its  aca¬ 
demic  programs.  One  commenter  com¬ 
plained  that  the  definition  of  a  public  or 
non-profit  institution  of  higher  education 
intruded  upon  the  integrity  of  the  institu¬ 
tion’s  decision  making  process  with  respect 
to  its  academic  programs  and  overall  educa¬ 
tional  philosophy. 

Two  commenters  voiced  the  opinion  that 
this  section  (190.3(a))  violates  Section  432  of 
the  General  Education  Provisions  Act  of 
1970,  which  prohibits  a  department  or 
agency  of  the  Federal  Government  from  ex¬ 
ercising  any  direction,  supervision  or  control 
over  the  curriculum,  program  of  instruction, 
administration  or  personnel  at  any  educa¬ 
tional  institution.  Whom  an  institution 
admits  as  a  student,  the  commenter  stated, 
should  be  the  institution's  decision  alone. 

One  commenter  suggested  an  addition  to 
the  criteria  of  9  190.3(aX2)(iii).  As  part  of 
the  test  as  to  whether  a  student  “has  the 
ability  to  benefit,”  performance  (where  ap 
plicable)  at  a  secondary  school  be  included. 
This,  the  commenter  said,  would  obviate  the 
necessity  of  "subjecting”  to  the  same  test  all 
those  beyond  the  age  of  compulsory  school 
attendance. 

Another  commenter  stated  that  docu¬ 
menting  a  student's  ability  to  benefit  by- 
using  requirements  beyond  the  normal  ad¬ 
missions  requirements  was  an  unrealistic  ad¬ 
ditional  burden  to  place  upon  an  institution. 
Further,  the  commenter  complained  it  is 
discriminatory  because  no  similar  require¬ 
ment  exists  requiring  tests  and  recommen¬ 
dations  for  high  school  graduates  or  GED 
certificate  holders.  This  commenter  recom¬ 
mended  the  deletion  of  the  ability  to  benefit 
section  of  §  190.3  (aX2XUi). 

Response.  No  change  was  made.  The  Edu¬ 
cation  Amendments  of  1976  expanded  the 
definition  of  a  public  and  non-profit  private 
institution  of  higher  education  in  section 
1201(a)  of  the  Higher  Education  Act  by  al¬ 
lowing  those  institutions  to  admit  as  regular 
students  persons  above  the  age  of  compul¬ 
sory  school  attendance  who  had  the  ability 
to  benefit  from  the  training  offered.  Before 
this  revision,  those  institutions  could  admit 
as  regular  students  only  high  school  gradu¬ 
ates  or  their  equivalent.  Similarly,  the 
Middle  Income  Student  Assistance  Act 
amended  this  definition  of  a  proprietary  in¬ 
stitution  of  higher  education  to  allow  pro¬ 
prietary  institutions  to  admit  as  regular  stu¬ 
dents  the  same  type  of  individual. 

The  Commissioner  is  merely  giving  effect 
to  these  statutory  provisions  by  requiring 
each  institution  to  document  that  the  per¬ 
sons  it  admits  as  regular  students  who  do 
not  have  a  high  school  diploma  or  an  equiv¬ 
alent  degree,  can,  in  fact,  benefit  from  the 
education  or  training  it  offers. 
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These  statutory  and  regulatory  provisions 
affect  the  open  door  admission  policy  of  In¬ 
stitutions  only  if  the  students  enrolled 
under  the  policy  are  admitted  as  regular 
students.  Moreover,  the  Commissioner  be¬ 
lieves  this  requirement  is  consistent  with 
the  open  door  policy  which  is  to  provide  a 
higher  education  opportunity  to  students 
with  a  potential  to  benefit  from  that  experi¬ 
ence. 

Comment  Two  commenters  objected  to 
the  more  stringent  requirements  of 
9 190.3(aX4Xlli)  and  9  190.3(c)(2)  for  pro¬ 
gram  lengths  in  comparison  to  the  program 
lengths  in  proprietary  institutions  as  stated 
in  9  190.3(b)(5)  and  9  190.3(d)(2).  One  com- 
menter  stated  that.  In  the  community  col¬ 
lege  sector,  particularly  in  the  areas  of  adult 
education  and  night  school  instructional 
programs,  the  community  college  frequently 
functions  exactly  like  a  proprietary  institu¬ 
tion  because  the  programs  are  of  identical 
length.  Yet  this  commenter  stated,  the  pro¬ 
gram  in  the  community  college  is  ineligible 
while  the  exact  same  program  In  a  propri¬ 
etary  school  is  eligible.  The  other  com¬ 
menter  stated  that  the  two  should  be  treat¬ 
ed  in  a  like  manner  since  both  are  fulfilling 
virtually  the  same  community  and  social 
purpose. 

Response.  The  recommendation  to  reduce 
program  lengths  for  public  and  private  non¬ 
profit  institutions  has  not  been  adopted. 
The  one  and  two  year  program  distinctions 
are  taken  directly  from  the  statute  (HEA 
1965  as  amended.  Section  1141(a))  and  are 
retained  in  the  final  regulation. 

Comment  One  commenter  suggested  the 
language  of  9 190.3(aX5Xl)  be  clarified  by  in¬ 
serting  "accredited  by  a  nationally  recog¬ 
nized  accrediting  agency  or  association,”  on 
the  basis  that  statutory  legislation  uses  this 
language  to  define  postsecondary  institu¬ 
tions  for  program  purposes.  Another  com¬ 
menter  questioned  the  use  of  the  unspecific 
language  in  9  190.3(b)(6)  regarding  accredit¬ 
ing  agencies. 

Response.  The  recommendation  has  been 
accepted  and  incorporated  in  the  final  regu¬ 
lation  in  9  190.3(a)(5Xi)  and  9  190.3(bX6). 
The  final  regulation  now  uses  the  language 
exactly  as  in  the  statute. 

Comment  Another  commenter  stated  that 
9 190.3(a)(5)(iii)  violates  20  U.S.C. 
1141(a)(5)(A)  which  places  the  burden  on 
the  Commissioner  to  determine  "satisfac¬ 
tory  assurance”  and  not  the  opposite  as  pro¬ 
posed  in  the  regulation.  The  commenter 
suggested  the  section  be  revised  to  conform 
to  the  statute. 

Response.  The  recommendation  to  revise 
the  language  of  this  subsection  has  not  been 
adopted.  The  regulation  retains  the  original 
language  because,  contrary  to  the  corn- 
men  ter ’s  interpretation  of  the  subsectirn, 
there  is  no  contravention  of  the  statute  in 
the  present  wording. 

Comment  In  §  190.3(aX5Xiv)  the  ph.*ase 
"fully  accredited"  was  objected  to  by  0*:* 
commenter  on  the  grounds  that  the  term 
accreditation  is  a  plenary  term  (i.e.,  com¬ 
plete  in  itself)  and  a  school  is  either  accred¬ 
ited  or  not  accredited. 

Response.  The  recommendation  has  been 
adopted  and  the  final  regulation  has  been 
amended. 

(c)  One  year  training  program,  and  (d)  Six 
month  training  program. 

Comment  As  was  discussed  above  under 
9 190.2(a)  academic  year,  many  commenters 
thought  the  900  clock  hour  requirement  for 
a  one  year  program  was  too  stringent.  Most 


of  the  commenters  on  these  sections  tended 
to  treat  the  terms  "academic  year”  and  “one 
year  training  program”  as  synonymous. 

Several  commenters  also  thought  that  the 
600  clock  hour  requirement  for  a  six  month 
program  was  too  stringent.  Specifically,  four 
commenters  voiced  confusion  over 
9 190.3(d)(2)  because  the  proposed  regula¬ 
tion  no  longer  specifies  a  calendar  basis  as  a 
facet  of  the  program  length  and  requested 
clarification  of  the  issue.  One  commenter 
asked  whether  an  eligible  program  exists  if 
the  student's  program  is  fifteen  weeks  in  du¬ 
ration  and  the  student  is  in  class  for  40 
clock  hours  a  week. 

Many  of  these  commenters  asked  that  the 
one  year,  and  six  month  training  program 
definitions  be  explained  both  in  clock  hours 
and  in  calendar  months  of  study  thereby  al¬ 
lowing  some  institutional  flexibility  in  these 
matters. 

Finally,  one  commenter  thought  the  defi¬ 
nition  of  the  six  month  training  program  as 
proposed  in  the  regulation  would  cause  con¬ 
fusion.  This  commenter  recommended  an 
insertion  in  the  definition  which  would 
state  that  Basic  Grant  awards  for  programs 
less  than  900  clock  hours  must  be  propor¬ 
tionally  reduced.  This  insertion,  she  be¬ 
lieved,  would  clarify  this  problem  and  pre¬ 
vent  institutions  from  miscalculating 
awards. 

Response.  The  recommendation  to  define 
one  year,  and  six  month  training  programs 
in  terms  of  calendar  months  has  not  been 
accepted.  The  purpose  of  defining  these  pro¬ 
grams  of  training  solely  in  terms  of  clock 
hours  and  not  in  length  of  calendar  months 
is  to  provide  a  means  of  measurement  for 
the  progiams,  not  In  terms  of  the  length  of 
time  either  program  takes  to  complete,  but 
in  terms  of  the  actual  amount  of  training 
that  occurs. 

The  discussion  of  how  the  900  clock  hour 
minimum  was  derived  has  been  set  forth  in 
the  comments  and  responses  relating  to 
9  190.2. 

Those  institutions  which  have  had  six 
month  training  courses  which  do  not  equal 
the  600  clock  hour  figure  will,  if  the  institu¬ 
tions  wish  that  the  programs  retain  their 
eligibility,  be  required  to  readjust  their  pro¬ 
grams  slightly  to  meet  the  600  clock  hour 
requirement. 

Finally,  the  Commissioner  does  not  be¬ 
lieve  that  it  is  necessary  to  indicate  in 
9  190.3(d)  that  Basic  Grant  awards  must  be 
proportionately  reduced  if  a  program  is  less 
than  the  length  of  the  institution’s  aca¬ 
demic  year.  Under  9 190.64  Basic  Grant 
awards  must  be  proportionately  reduced  if  a 
program  is  less  than  the  length  of  the  insti¬ 
tution’s  academic  year. 

In  response  to  a  question  of  one  of  the 
commenters,  a  15-week,  40-hour  a  week  pro¬ 
gram  would  satisfy  the  600  clock  hour  re¬ 
quirement.  Of  course,  in  that  case,  a  full¬ 
time  student  would  be  one  who  is  taking  40 
hours  a  week,  not  24. 

Comment  Several  commenters  requested 
the  insertion  of  the  phrase  “including  those 
institutions  that  use  such  credit  hours  to 
measure  progress”  to  9  190.3(d)(1)  to  include 
institutions  which  historically  have  operat¬ 
ed  on  clock  hours  but  award  credit  in  terms 
of  semester  or  quarter  units. 

Response.  The  phrase  was  inadvertently 
omitted  in  the  notice  of  proposed  rulemak¬ 
ing.  The  recommendation  has  been  adopted 
and  incorporated  in  the  final  regulation. 


9  190.4  Eligible  Student. 

Comment  Four  commenters  questioned 
the  use  of  the  word  "intends”  in  the  discus¬ 
sion  of  citizenship  under  9  190.4(a)(3).  One 
commenter  requested  that  the  final  regula¬ 
tion  specifically  list  the  eligible  visa  classifi¬ 
cations  of  the  Immigration  and  Naturaliza¬ 
tion  Service.  Another  stated  that  it  is  diffi¬ 
cult  to  prove  "intent,”  for  students  regular¬ 
ly  claim  that  they  plan  on  becoming  perma¬ 
nent  citizens  when  they  have  no  real  inten¬ 
tion  of  this  or  they  have  not  taken  any  steps 
to  achieve  this. 

Response.  The  recommendation  was 
adopted  in  a  modified  form.  The  regulation 
provides  authority  for  allowing  students 
who  can  provide  evidence  from  the  Immi¬ 
gration  and  Naturalization  Service  that 
they  have  the  intent  to  become  permanent 
residents  to  be  eligible.  The  Basic  Grant 
Handbook  and  the  application  instructions 
delineate  those  acceptable  visa  classifica¬ 
tions  and  other  applicable  eligible  Immigra¬ 
tion  and  Naturalization  Service  (INS)  docu¬ 
ments.  Those  classifications  have  not  been 
listed  in  the  regulation  because  they  are 
subject  to  change  by  the  INS.  Students  in 
the  U.S.  only  on  a  student  visa,  of  course, 
are  not  eligible  for  Basic  Grant  assistance. 

Comment  Four  commenters  requested 
the  insertion  of  the  clarifying  phrase  "and 
has  not  been  awarded  a  baccalaureate  or 
first  professional  degree”  in  9  190.4(a)(1). 

Response.  The  suggestion  has  not  been 
adopted.  The  definition  of  undergraduate 
student  includes  the  criteria  suggested  by 
the  commenter  under  9  190. 2(q)  which  de¬ 
fines  an  undergraduate  student  as  one  who 
has  not  received  a  baccalaureate  or  first 
professional  degree. 

Comment  Ten  commenters  suggested - 
changes  in  9 190.4(b)  regarding  the  ineligi¬ 
bility  of  members  of  religious  communities 
for  Basic  Grants  and  suggested  the  adoption 
of  the  applicable  section  of  the  Supplemen¬ 
tal  Educational  Opportunity  Grants  Pro¬ 
gram  regulations  (9  176.9(d))  for  reasons  of 
clarity  and  standardization  of  Title  IV  Pro¬ 
gram  language. 

Response.  The  recommendations  have  not 
been  adopted.  While  the  concept  is  the  same 
for  both  programs,  the  nature  of  the  Basic 
Grant  program  requires  that  the  prohibi¬ 
tion  of  eligibility  for  members  of  religious 
orders  be  stated  in  a  different  manner  than 
it  is  in  the  Supplemental  Educational  Op¬ 
portunity  Grant  program. 

Comment  Two  commenters  suggested  re¬ 
vising  the  language  of  9  190.4(b)  because  al¬ 
though  monotheist  religious  community 
members  are  excluded  from  participating  in 
the  Basic  Grant  Program,  polytheist  reli¬ 
gious  community  members  are  not.  One 
commenter  requested  that  this  inconsisten¬ 
cy  be  recitified  in  the  final  regulation. 

Response.  The  recommendation  for  revi¬ 
sion  has  not  been  adopted.  The  Commis¬ 
sioner  believes  that  the  intent  of  the  regula¬ 
tion  is  sufficiently  understood  to  mean 
members  of  any  religious  community. 

9 190.5  Duration  of  Student  Eligibility.. 

Comment  One  commenter  asked  whether 
the  non-credit  remedial  course  of  study 
must  be  required  of  the  student  by  the  insti¬ 
tution  for  the  student  to  be  eligible  for  the 
additional  eligibility  period. 

Response.  Yes.  these  courses  will  extend  a 
student's  duration  of  eligibility  beyond  four 
full  years  only  if  the  institution  requires 
that  the  student  take  them. 

Comment  Five  commenters  suggested 
substituting  the  term  "baccalaureate”  for 
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•academic"  in  §  190.5(b).  Community  college 
students  are  often  required  to  enroll  in  re¬ 
medial  courses  that  are  granted  credit  to¬ 
wards  the  community  college's  degree  but 
are  not  transferable  to  a  baccalaureate¬ 
granting  institution. 

Response.  The  suggestion  was  not  adopt¬ 
ed.  The  term  “academic  degree”  is  taken  di¬ 
rectly  from  the  authorizing  legislation 
(HEA  1965  as  amended,  Sec.  411(a)(4XB)). 

Comment  Three  commenters  argued  that 
the  phrase  "non-credit  remedial  course  of 
study"  in  §  190.5(a)(2)  be  replaced  by  “reme¬ 
dial,  developmental  or  supportive 
coursework  including  a  reduced  rate  of 
credit  accumulation.”  in  an  effort  to  help 
the  educationally  disadvantaged  who  may 
be  given  some  credit  for  remedial  work. 

Response.  The  suggestion  was  not  adopted 
at  this  time  because  $  190.5(a)(2)  is  taken  di¬ 
rectly  from  the  authorizing  legislation. 

Comment  Two  commenters  complained 
that  §  190.5(c)  was  confusingly  written  and 
that  the  present  wording  was  unclear.  Sev¬ 
eral  others  questioned  the  intent  and  asked 
for  the  section  to  be  clarified  or  eliminated. 

Response.  The  suggestion  to  clarify  the 
language  of  this  section  has  been  adopted. 
The  intent  is  to  explain  the  method  of  cal¬ 
culating  the  amount  of  eligibility  that  a  stu¬ 
dent  has  used  for  a  given  award  period. 

Comment  Pour  commenters  questioned 
the  need  for  §  190.5(d)  and  asked  for  its  de¬ 
letion. 

Response.  The  suggestion  has  not  been 
adopted.  $  190.5(d)  clarifies  the  status  of  an 
overpayment  in  the  calculation  of  the  eligi¬ 
bility  Used  by  the  student. 

$  190.7  Institutional  Eligibility 

Comment  One  commenter  suggested  that 
§  190.7(aX2)  could  be  interpreted  to  permit 
an  eligible  student  to  continue  to  receive 
Basic  Grants  throughout  his  or  her  enroll¬ 
ment  even  if  the  institution  later  becomes 
ineligible.  This  commenter  recommended 
adding  the  clause  “in  which  the  institution 
is  eligible”  to  the  conclusion  of  the  subsec¬ 
tion.  The  clause  would  then  place  the  ap¬ 
propriate  limitation  on  payments. 

Response.  The  suggestion  has  not  been 
adopted.  The  student  must,  of  course,  be  en¬ 
rolled  in  an  eligible  institution,  as  well  as 
meet  other  eligibility  criteria  set  forth  in 
the  regulation,  in  order  to  receive  a  Basic 
Grant. 

Comment  One  commenter  questioned  the 
lack  of  retroactivity  in  §  190.7(a)(2)  which 
would  not  allow  a  student  to  receive  a  Basic 
Grant  prior  to  the  payment  period  in  which 
an  institution  established  its  eligibility. 

Response.  The  suggestion  to  institute 
retroactivity  was  not  adopted.  In  the  past, 
in  the  absence  of  regulations  on  the  issue, 
the  Commissioner  allowed  an  institution 
which  had  become  eligible  sometime  during 
the  award  period  to  pay  its  eligible  students 
for  the  entire  award  period.  However,  it  is 
felt  that  a  student  should  not  be  retroac¬ 
tively  paid  a  Basic  Grant  for  attendance  at 
what  was  an  ineligible  institution.  Under 
the  final  regulation  a  student  will  be  able  to 
be  paid  for  the  payment  period  in  which  the 
institution  becomes  eligible  and  subsequent 
payment  periods. 

Comment  Four  commenters  criticized  the 
language  of  §  190.7(b)(2)  as  being  unclear. 
One  suggested  that  §  190.7(b)(2)  would  be 
interpreted  that  if  a  student  had  not  sub¬ 
mitted  an  SER  as  of  the  date  of  the  institu¬ 
tion’s  ineligibility,  the  student  could  receive 
payment  for  prior  payment  periods,  but  not 


for  the  current  one.  Another  recommended 
that  the  first  sentence  of  §  190.7(b)(2)  is  re¬ 
dundant  because  it  repeats  the  stipulations 
of  §  190.7(a)(2). 

Response.  The  suggestion  requesting  clari¬ 
fication  was  adopted.  This  regulation  sets 
forth  the  responsibilities  an  institution  has 
to  pay  its  students  for  the  current  and  prior 
payment  period  when  that  institution  be¬ 
comes  ineligible. 

The  suggestion  concerning  the  stipulation 
that  a  student  had  submitted  a  valid  SER 
has  been  adopted  by  the  Commissioner  and 
has  been  incorporated  in  the  final  regula¬ 
tion. 

Comment  One  commenter  stated  that 
§  190.7(b)(3)  be  revised  to  include  a  student 
who  has  accepted  an  offer  of  admission  to 
an  institution  and  who  submits  the  SER  to 
the  institution,  or  to  the  Commissioner 
under  the  Alternate  Disbursement  System, 
but  has  not  enrolled,  be  paid  a  Basic  Grant. 

Response.  The  suggestion  was  not  adopt¬ 
ed.  A  student  who  merely  accepted  an  offer 
of  admission  to  an  institution  but  had  not 
yet  enrolled  when  the  institution  loses  its 
eligibility  has  never  enrolled  or  attended  an 
eligible  institution  and  therefore  may  not  be 
paid  a  Basic  Grant. 

§  190.8  Consortium  Agreements 

Comment.  One  commenter  suggested  that 
this  section  should  address  agreements  be¬ 
tween  eligible  and  ineligible  institutions. 

Response,  the  recommendation  was  not 
adopted.  For  all  Title  IV  Programs,  agree¬ 
ments  between  eligible  and  ineligible  insti¬ 
tutions  will  be  discussed  in  the  notice  of 
proposed  rulemaking  regarding  institutional 
eligibility  for  participation  in  Title  IV  Pro¬ 
grams.  The  Commissioner  does  not  believe 
it  is  appropriate  to  discuss  this  issue  in  a 
single  program's  regulation. 

Comment  Two  commenters  requested 
that  the  institution  in  a  consortium  agree¬ 
ment  which  the  student  is  attending  be  al¬ 
lowed  to  process  and  pay  a  student's  Basic 
Grant  award  if  that  student  is  taking  all  his 
or  her  courses  that  term  at  that  institution. 
They  suggested  that  this  be  the  case  even  if 
that  institution  is  not  the  one  at  which  the 
student  is  expecting  to  receive  a  degree  or 
certificate. 

Response.  The  suggestion  has  not  been 
adopted.  In  order  to  be  eligible  to  receive  a 
Basic  Grant  a  student  must  be  a  candidate 
for  a  degree  or  certificate  at  a  particular  in¬ 
stitution.  If  a  student  is  studying  under  a 
consortium  agreement  at  another  institu¬ 
tion  of  higher  education,  the  student  is  not 
a  degree  or  certificate  candidate  at  that  in¬ 
stitution,  but  merely  taking  courses  trans¬ 
ferable  towards  that  degree  or  certificate. 
Since  the  student  will  not  be  awarded  a 
degree  or  certificate  at  that  institution,  the 
institution  at  which  the  student  is  a  degree 
or  certificate  candidate  should  process  and 
pay  the  Basic  Grant. 

Comment  One  commenter  asked  what 
costs  of  attendance  should  be  used  for  a 
consortium  student,  particularly  if  the  stu¬ 
dent  has  no  direct  educational  costs  at  the 
"home”  institution.  The  commenter  recom¬ 
mended  that  if  the  student  is  enrolled  in 
only  one  institution  for  a  given  period  that 
institution  should  calculate  and  pay  the  stu¬ 
dent’s  Basic  Grant. 

RcspoTise.  The  costs  of  education  to  be 
used  are  those  incurred  by  the  student  at 
the  institution  at  which  he  or  she  is  taking 
courses.  The  educational  costs  incurred  by 
the  student  under  a  consortium  agreement 


can  be  easily  ascertained  by  the  “home”  in¬ 
stitution  even  if  the  student  incurs  no  cost 
for  a  given  period  at  that  institution.  If  the 
consortium  agreement  is  an  ad  hoc  agree¬ 
ment  between  two  eligible  institutions  for 
one  or  two  students,  the  educational  costs 
the  student  would  incur  at  the  other  institu¬ 
tion  could  be  itemized  as  part  of  this  consor¬ 
tium  agreement. 

§  190.9  Determination  of  enrollment  status 

under  special  circumstances 

Comment  Three  commenters  stated  that 
the  phrase  “non-credit  remedial  courses" 
was  unclear  and  confusing  in  the  context  of 
current  postsecondary  terminology.  One 
commenter  asked  if  "developmental"  or 
“basic"  courses  are  included  under  this 
phrase.  Another  asked  if  preparatory  GED 
courses,  which  are  non-credit  and  remedial 
in  nature,  are  to  be  included  in  this  catego¬ 
ry.  A  third  suggested  that  the  term  "non¬ 
credit"  be  deleted  since  many  two  year  insti¬ 
tutions  award  credit  for  these  courses  which 
is  applicable  towards  a  two  year  degree. 

Response.  It  should  be  noted  that  if  an  in¬ 
stitution  gives  credit  for  courses  in  an  eligi¬ 
ble  program  towards  the  degree  or  certifi¬ 
cate  awarded  for  that  program,  those 
courses  will  count  in  determining  the  enroll¬ 
ment  status.  This  is  based  on  the  definition 
of  enrollment  status  found  in  §  190.2.  For 
courses  for  which  credit  is  not  given  towards 
the  degree  or  certificate  and  which  are  re¬ 
medial  in  nature,  the  phrase  "non-credit  re¬ 
medial  courses"  is  used  and  is  taken  directly 
from  the  authorizing  legislation.  This  legis¬ 
lation  does  not  include  a  distinction  between 
a  two  year  and  a  four  or  five  year  academic 
degree.  Developmental,  supportive  or  basic 
courses  could  be  included  within  the  mean¬ 
ing  of  non-credit  remedial  courses  as  long  as 
the  institution  does  not  award  credit  for 
these  courses  which  may  be  used  by  the  stu¬ 
dent  to  fulfill  academic  degree  require¬ 
ments.  However,  non-credit  remedial 
courses  which  are  also  preparatory  GED 
courses,  or  for  which  high  school  credit  is 
given,  do  not  count  in  the  determination  of 
the  enrollment  status. 

Comment  One  commenter  suggested  that 
a  limit  on  the  number  of  remedial  courses  a 
student  may  carry  in  conjunction  with 
credit  work  during  a  given  term. 

The  limit  suggested  was  that  remedial 
course  work  not  exceed  three-fourths  of  the 
total  course  work  a  student  carries  during 
the  first  payment  period  of  the  first  aca¬ 
demic  year.  The  commenter  stated  that  a 
limit  was  necessary  otherwise  students  in 
special  programs  would  carry  so  much  reme¬ 
dial  work  as  to  preclude  completion  of  stud¬ 
ies  in  a  reasonable  period  of  time. 

Response.  The  recommendation  was  not 
adopted.  The  Commissioner  believes  that 
the  limitation  proposed  would  unwarranted- 
ly  interfere  with  the  internal  academic 
functions  of  participating  institutions.  Fur¬ 
thermore.  a  limitation  would  act  as  a  detri¬ 
ment  to  those  educationally  disadvantaged 
students  who  may  require  additional  reme¬ 
dial  course  work  beyond  the  proposed  limi¬ 
tation.  Under  $  190.5,  "Duration  of  Student 
Eligibility,"  a  student  who  has  completed  in¬ 
stitutionally  required  non-credit  remedial 
course  work  and  who  cannot  complete  the 
requirements  for  his  or  her  academic  or 
first  professional  degree  within  the  normal 
four  years,  is  eligible  for  additional  grant  as¬ 
sistance  of  up  to  one  academic  year. 

Comment  One  commenter  indicated  that 
there  was  a  contradiction  between  §  190.9(b) 
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and  the  definition  of  half-time  student 
(§  190.2c  j ))  concerning  correspondence 
course  workload  and  requested  clarification 
of  the  contradiction  by  revising  the  regula¬ 
tion  of  §  190.9(b)  to  include  a  student's  par¬ 
ticular  status  with  regard  to  full  or  half¬ 
time. 

Response.  The  definition  of  half-time  stu¬ 
dent  in  9 190.2  is  not  intended  to  address  the 
student  situation  found  in  9190.9(b)  but 
refers  only  to  the  student  who  is  enrolled 
solely  in  a  correspondence  course  of  study. 
That  section  has  been  clarified  to  indicate 
that.  Section  190.9(b)  has  also  been  clarified 
to  explain  how  the  enrollment  status  of  a 
student  is  figured  when  he  or  she  enrolls  in 
both  correspondence  and  regular 
coursework. 

9190.10  Administrative  cost  allowance  to 

participating  schools. 

Comment.  Several  commenters  appeared 
to  be  confused  as  to  the  use  of  the  proposed 
administrative  allowance.  Several  indicated 
that  the  allowance  would  not  compensate 
the  institution  for  its  expenditures  under 
9  190.77.  In  several  other  comments  there 
seemed  to  be  a  misunderstanding  of  the  pri¬ 
ority  of  attribution  of  this  allowance.  An¬ 
other  commenter  assumed  that  this  allow¬ 
ance  was  designated  solely  to  reimburse  the 
institution  for  staff  salaries  and  the  com¬ 
menter  suggested  that  the  allowance  would 
be  inadequate  for  this  purpose. 

Response.  The  use  of  the  proposed  admin¬ 
istrative  allowance  is  clearly  set  forth  in 
9 190.10(a).  All  allowance  funds  must  be 
used  first  to  provide  consumer  information 
to  prospective  and  enrolled  students.  These 
consumer  Information  requirements,  45 
CFR  178,  were  published  as  final  regula¬ 
tions  on  December  1,  1977.  After  the  re¬ 
quirements  of  45  CFR  178  are  met,  any  re¬ 
maining  allowance  funds  may  be  used  to 
help  defray  the  cost  of  administration  of 
Title  IV  Programs. 

Comment  Three  commenters  suggested 
that  the  4%  administrative  allowance  be  ex¬ 
tended  to  the  Basic  Grant  Program. 

Two  other  commenters  expressed  discon¬ 
tent  with  the  $10.00  amount  per  recipient  as 
being  inadequate  to  offset  the  expenses  in¬ 
curred  by  the  institution. 

Response.  The  authorizing  legislation  spe¬ 
cifically  provides  for  an  allowance  of  not 
more  than  $10.00  per  Grant  recipient.  The 
4%  allowance  is  not  applicable  to  the  Basic* 
Grant  Program  under  the  current  law. 

Comment  Pour  commenters  requested 
that  paragraph  (a)  be  revised  to  include 
those  students  eligible  for  Basic  Grants 
"who  have  been  processed  by  the  institu¬ 
tion.” 

Response.  The  recommendation  was  not 
adopted.  The  authorizing  legislation  refers 
to  a  "payment  of  $10  per  academic  year  for 
each  student  enrolled  in  that  institution 
who  is  receiving  a  Basic  Grant  ...  for  that 
year.” 

Subpart  B 
§190.11  Application 

Comment  One  commenter  asked  if  a  fac¬ 
simile  duplicate  Basic  Grant  application 
form  could  be  used  to  apply  for  a  Basic 
Grant. 

Response.  No.  In  order  to  apply  for  a 
Basic  Grant  the  applicant  must  use  one  of 
the  approved  Multiple  Data  Entry  forms  or 
a  Basic  Grant  application.  A  fascimile  is  not 


an  approved  form.  For  the  1978-79  award 
period,  the  Office  of  Education  has  permit¬ 
ted  two  need  analysis  services  not  partici¬ 
pating  in  Multiple  Data  Entry  to  preprint 
on  facsimile  Basic  Grant  applications  the  fi¬ 
nancial  information  taken  from  the  applica¬ 
tion  of  those  need  analysis  services.  Howev¬ 
er,  the  Office  of  Education  does  not  plan  to 
permit  this  deviation  from  normal  proce¬ 
dures  in  future  years. 

Comment  One  commenter  felt  that  para¬ 
graph  (c)  is  unnecessary  and  should  be  de¬ 
leted. 

Response.  Paragraph  (c)  was  not  deleted. 
The  Office  of  Education  believes  this  para¬ 
graph  is  necessary  because  of  repeated  in¬ 
stances  of  abuse  in  the  past,  when  SER’s 
were  mailed  directly  to  the  school.  Mandat¬ 
ing  that  the  student  receive  the  SER 
through  the  mail  at  his/her  residence  helps 
to  ensure  that  an  institution  does  not  have 
access  to  an  SER  for  a  student  who  is  not 
enrolled  at  that  institution.  Additionally, 
mailing  the  SER  directly  to  the  student  is 
consistent  with  a  fundamental  concept  of 
the  Basic  Grant  Program  which  is  that  the 
student  may  choose  to  attend  any  eligible 
institution  and  receive  the  grant. 

Comment  One  commenter  stated  that  the 
clause  "resides  at  the  school”  was  unclear. 
Does  this  mean  that  the  student's  legal  per¬ 
manent  residence  must  be  at  the  school,  or 
simply  that  the  student  is  currently  living 
in  on-campus  housing? 

Response.  The  clause  "resides  at  the 
school”  means  that  the  student  is  living  at 
the  school  during  the  award  period  for 
which  the  Basic  Grant  is  to  be  received,  but 
not  necessarily  that  the  school  is  his/her 
permanent  residence. 

Comment  Several  commenters  stated  that 
incarcerated  students  or  students  from  dis¬ 
advantaged.  ghetto  neighborhoods  should 
be  able  to  use  the  institution's  address  be¬ 
cause  of  the  difficulty  they  may  experience 
receiving  the  Student  Eligibility  Report  in 
the  mail. 

Response.  Under  the  current  system  of 
processing  applications  there  is  no  way  to 
identify  students  who  are  incarcerated  or 
live  in  disadvantaged  neighborhoods.  There¬ 
fore,  these  SER's  must  be  mailed  directly  to 
the  student. 

§  190.12  Certification  of  information. 

Comment  One  commenter  recommended 
that  the  provision  be  added  that  "failure  to 
provide  requested  documentation  will  make 
the  applicant  ineligible  to  receive  Basic 
Grant  assistance.” 

Response.  That  has  been  added  to  the  reg¬ 
ulation. 

Comment  One  commenter  suggested  that 
the  following  be  added:  “The  applicant  .  .  . 
will  provide  (if  requested  by  either  the  Com¬ 
mission  or  the  school ) .  .  .” 

Response  The  final  regulation  has  been 
amended  to  include  this  suggestion. 

§  190.14  Notification  of  expected  family 

contribution. 

Comment  One  commenter  stated  that  the 
phrase  "expected  family  contribution" 
should  not  be  used  in  the  regulations. 
Rather,  the  phrase  "eligibility  index," 
which  is  more  familiar  to  aid  officers  and 
students,  should  be  used. 

Response.  The  phrase  "expected  family 
contribution”  is  that  which  is  used  in  the 
legislation.  Therefore,  it  is  also  used  in  the 
regulations.  "Eligibility  index”  is  used  on 
the  Student  Eligibility  Report  because  of 


the  problems  which  arose  using  "expected 
family  contribution."  where  families 
thought  that  they  actually  had  to  contrib¬ 
ute  that  amount  in  order  to  receive  the 
Basic  Grant. 

9 190.15  Applicant’s  request  for  recomputa¬ 
tion  of  expected  family  contribution  be¬ 
cause  of  clerical  or  arithmetic  error. 

Comment  Two  commenters  asked  wheth¬ 
er  the  statement  that  the  corrections  had  to 
be  made  “on  an  approved  form,”  meant  that 
they  were  to  be  made  on  the  Student  Eligi¬ 
bility  Report  as  they  are  now. 

Response  No  change  from  current  proce¬ 
dures  is  intended  by  this  section.  The  "ap¬ 
proved  form”  referred  to  is  the  Student  Eli¬ 
gibility  Report. 

Subpart  E 

9 190.51  Genera]  attendance  costs. 

Most  of  the  comments  on  9  190.51  concern 
three  separate  issues.  The  first  issue  con¬ 
cerns  the  use  of  average  rather  than  actual 
room  and  board  costs  at  institutions  which 
have  variable  on-campus  room  and  board 
charges.  The  second  area  of  concern  is  a 
need  to  increase  the  standard  allowance  for 
room,  board,  and  miscellaneous  expenses. 
The  third  issue  concerns  the  establishment 
of  separate  commuter  and  non-commuter 
budgets. 

Comment  Many  commenters  said  that 
the  requirement  to  use  actual  rather  than 
average  room  and  board  costs  in  determin¬ 
ing  the  Basic  Grant  budget  requires  fre¬ 
quent  revision  of  awards,  causes  unneces¬ 
sary  administrative  burdens,  and  leaves  stu¬ 
dents  uncertain  about  the  amount  of  their 
awards  since  they  are  subject  to  revision. 
According  to  many  commenters,  use  of  aver¬ 
age  cost  is  highly  preferable.  Several  com¬ 
menters  said  that  it  was  inconsistent  with 
the  entitlement  concept  to  vary  student’s 
awards  depending  upon  the  life  styles  they 
choose,  presumably  in  the  case  of  different 
residence  hall  plans.  These  same  com¬ 
menters  suggested  that  a  standard  mainte¬ 
nance  allowance  be  established  for  on-  and 
off-campus  students. 

Response.  Because  the  authorizing  legisla¬ 
tion  stipulates  that  the  actual  cost  of  at¬ 
tendance  will  be  used  to  determine  the 
amount  of  the  Basic  Grant  award,  it  is  not 
legally  permissible  to  incorporate  average 
room  and  board  costs  into  the  Basic  Grant 
budget. 

Comment  Many  commenters  said  that 
the  standard  allowances  for  room  and  board 
and  miscellaneous  expenses  should  be  raised 
to  account  for  increases  in  the  cost  of  living 
since  they  were  established  for  the  1973-74 
award  period.  There  was  a  wide  range  of 
suggested  bases  upon  which  the  allowances 
could  be  increased.  One  commenter  suggest¬ 
ed  the  use  of  average  regional  costs.  Some 
commenters  said  that  the  standard 
allowances  should  be  raised  to  reflect  in¬ 
creases  in  the  Consumer  Price  Index  since 
1973.  A  few  commenters  did,  however,  real¬ 
ize  the  cost  implications  of  increasing  the 
Basic  grant  maintenance  allowances. 

Response.  The  Commissioner  believes  that 
the  room  and  board  allowances  are  ade¬ 
quate  at  the  current  time.  However,  the 
Office  of  Education  is  planning  to  under¬ 
take  a  survey  of  room  and  board  costs  at 
colleges  in  various  parts  of  the  country  to 
determine  whether  the  off-campus  room 
and  board  allowances  should  be  raised. 
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Comment  Two  commenters  said  that 
Basic  Grant  awards  should  be  based  on  the 
student  budget  used  to  determine  eligibility 
for  the  campus-based  programs. 

Response.  This  proposal  also  could  not  be 
implemented  because  the  specific  items  to 
be  included  in  the  Basic  Grant  cost  of  at¬ 
tendance  are  set  forth  by  the  statute  while 
the  campus-based  budget  may  include  other 
items  to  reflect  an  individual  student’s 
actual  situation. 

Comment  There  was  a  wide  range  of  com¬ 
ments  about  the  determination  of  room  and 
board  allowances  for  those  students  who  do 
not  live  on  campus.  While  most  of  the  com¬ 
menters  favored  a  distinction  between  the 
budgets  of  commuters  and  non-commuters, 
there  was  no  clear  consensus  of  opinion 
about  the  method  to  determine  these  fig¬ 
ures.  For  instance,  three  commuters  sug¬ 
gested  that  two  off-campus  budgets  be  es¬ 
tablished-dependent  upon  whether  or  not 
students  live  with  their  parents.  Several 
commenters  said  that  the  allowances  for 
off-campus  residents  not  living  with  parents 
should  be  average,  residence  hall  costs.  An¬ 
other  commenter  suggested  that  com¬ 
menters  should  have  a  room  and  board  al¬ 
lowance  which  is  the  lesser  of  an  average 
on-campus  cost  or  a  standard  off-campus 
cost.  One  commenter  suggested  that,  for 
students  living  on-campus,  either  the  aver¬ 
age  on-campus  budget  or  a  commuter  room 
and  board  allowance  should  be  used. 

Response.  The  Commissioner  does  not  feel 
that  there  is  sufficient  evidence  to  warrant 
an  attempt  to  differentiate  among  catego¬ 
ries  of  students  who  live  off-campus.  There 
was  no  general  agreement  among  com¬ 
menters  about  a  suggested  means  of  deter¬ 
mining  the  various  budgets. 

Comment  One  commenter  said  that  the 
off-campus  allow'ance  of  $1,100  should  be  re¬ 
vised  to  allow  for  differences  in  marital 
status  or  household  size. 

Response.  The  Basic  Grant  maintenance 
allowances  are  designed  to  reflect  average 
subsistence  expenses  of  a  student,  regard¬ 
less  of  the  student’s  marital  status  or  house¬ 
hold  size. 

Comment  One  commenter  posed  a  ques¬ 
tion  about  the  requirement  of  charging  a 
Basic  Grant  recipient  the  same  as  any  other 
student.  He  asked  whether  a  student  attend¬ 
ing  a  proprietary  school,  but  enrolled  in  a 
program  contracted  for  by  an  outside 
school,  can  have  different  costs  than  those 
students  who  are  enrolled  in  the  proprietary 
school’s  program. 

Response.  Yes,  there  can  be  different  costs 
for  different  programs,  even  though  the 
program  may  involve  the  same  course  work. 
For  example  an  institution  may  provide  one 
program  and  contract  for  another,  and  the 
costs  of  the  two  programs  may  differ.  An  In¬ 
stitution  must  charge  a  Basic  Grant  recipi¬ 
ent  the  same  amount  as  all  other  students 
in  the  same  program.  The  regulation  pro¬ 
vides  that  the  distinguishing  factor  in  the 
amount  of  tuition  charged  may  not  be  based 
upon  whether  or  not  the  student  is  a  Basic 
Grant  recipient. 

Comment  One  commenter  said  that  pro¬ 
ration  of  board  costs  when  a  student  is 
charged  for  less  than  7  days  should  be  clari¬ 
fied.  Should  proration  be  based  upon  insti¬ 
tutional  costs  or  the  $1,100  allowance. 
5  190.51(b)(3Xv)(l ). 

Response.  Proration  should  be  based  upon 
the  standard  allowance.  The  institution 
should  determine  the  number  of  days  in  its 
academic  year,  then  divide  the  standard  al- 
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lowance  by  that  number  of  days  to  derive  a 
daily  average  cost.  The  daily  average  should 
be  multiplied  by  the  number  of  days  in  the 
academic  year  not  covered  by  the  contract 
for  room  and/or  board.  Institutional 
charges  for  the  academic  year  should  be 
added  to  the  allowance  calculated  above,  re¬ 
sulting  in  a  total  cost  for  the  academic  year. 

Comment  One  commenter  said  that  the 
cost  of  necessary  child  care  should  be  in¬ 
cluded  as  a  separate  attendance  cost. 

Response.  The  authorizing  legislation  stip¬ 
ulates  that  the  cost  of  attendance  means 
"the  actual  per-student  charges  for  tuition, 
fees,  room  and  board  (or  expenses  related  to 
reasonable  commuting),  books,  and  an  al¬ 
lowance  for  such  other  expenses  as  the 
Commissioner  determines  by  regulation  to 
be  reasonably  related  to  attendance  at  the 
institution  at  which  the  student  is  in  at¬ 
tendance."  Based  upon  this  legislation,  the 
Commissioner  has  not  included  child  care 
costs  in  allowable  costs  of  attendance.  The 
basic  Grant  Program  is  a  formula  program 
which  attempts  to  treat  students  equally. 
Therefore,  special  costs  incurred  by  stu¬ 
dents.  including  child  care,  are  not  included. 
These  costs  may  be  included  when  deter¬ 
mining  the  amount  of  campus-based  aid 
(Supplemental  Educational  Opportunity 
Grant,  College  Work-Study,  and  National 
Direct  Student  Loan  programs)  for  which 
the  student  is  eligible. 

Comment  Two  commenters  asked  how  in¬ 
stitutions  that  charge  tuition  and  fees  by 
credit  hour  determine  tuition  and  fee  costs 
under  the  proposed  regulations. 

Response.  The  method  of  determining  the 
tuition  and  fees  component  in  the  Basic 
Grant  cost  of  education  has  not  changed 
from  previous  regulations.  For  a  full-time 
student,  tuition  and  fees  to  be  included 
would  be  the  amounts  charged  to  that  stu¬ 
dent  for  the  academic  year.  For  part-time 
students,  tuition  and  fees  to  be  included  are 
the  tuition  and  fees  charged  to  the  typical 
full-time  student  for  an  entire  academic 
year.  Each  institution  must  determine  its 
typical  full-time  course  load.  The  reduction 
in  an  award  for  a  part-time  student  is  re¬ 
flected  in  the  Disbursement  Schedules. 

Comment  One  commenter  asked,  if  a  stu¬ 
dent  has  to  travel  outside  the  United  States 
as  a  part  of  his  or  her  course  of  study, 
would  costs  associated  with  travel  within 
the  United  States  be  included  as  a  separate 
fee  item  in  the  Basic  Grant  cost  of  attend¬ 
ance.  For  instance,  if  an  anthropology  stu¬ 
dent  had  to  travel  to  the  Yucatan,  would 
costs  associated  with  travel  to  Miami  be  in¬ 
cluded. 

Response.  If  an  institution  requires  travel 
(such  as  field  trips)  within  the  United 
States  in  order  for  the  student  to  complete 
his  or  her  course  of  study,  fees  related  to 
that  travel  may  be  included  in  the  student’s 
Basic  Grant  cost  of  education.  If  the  ulti¬ 
mate  destination  of  the  travel  is  outside  the 
United  States,  costs  associated  with  any  por¬ 
tion  of  that  trip  may  not  be  included  as  a 
separate  item  in  the  cost  of  attendance. 

Comment  One  commenter  said  that 
allowances  for  travel  costs  should  be  de¬ 
leted.  Why  allow  them  for  some  students, 
but  not  others? 

Response.  Travel  costs  may  be  included  in 
the  Basic  Grant  cost  of  attendance  only  if 
these  costs  are  part  of  the  tuition  and  fees 
paid  to  the  institution  and  the  institution 
requires  this  travel  (for  purposes  such  as 
field  trips)  for  completion  of  the  course  of 
study.  Allowance  for  travel  costs  are  not  in¬ 


tended  to  cover  transportation  between  the 
institution  and  the  student’s  home  which  is 
not  related  to  a  specific  program  of  course 
requirement. 

S  190.53  Attendance  costs  for  students 

whose  program  length  exceeds  the  aca¬ 
demic  year  at  institutions  using  clock- 

hours. 

Comment  One  commenter  said  that  since 
it  is  possible  for  a  student  to  complete  more 
than  one  academic  year  during  an  award 
period,  the  tuition  cost  for  the  course 
length  should  be  used.  Another  commenter 
said  that  S  190.53  should  be  dropped  because 
the  Basic  Grant  cost  of  attendance  and 
award  calculation  procedures  already  pro¬ 
rate  awards. 

Response.  A  student  may  not  receive  a 
Basic  Grant  tor  more  than  one  academic 
year’s  worth  of  work  in  an  award  period. 
Therefore,  only  the  costs  of  attendance  for 
that  academic  year  should  be  used.  Section 
190.53  is  intended  to  determine  the  cost  of 
attendance  for  the  portion  of  the  program 
constituting  an  academic  year.  It  does  not 
result  in  the  proration  of  an  award.  It 
merely  reflects  the  costs  the  award  is  in¬ 
tended  to  meet. 

Comment  A  number  of  commenters  said 
that  prorating  tuition  cost  to  the  length  of 
the  academic  year  at  institutions  measuring 
course  length  in  clock  hours  results  in  re¬ 
duction  of  awards  compared  to  institutions 
measuring  progress  by  credit  hours  and 
using  academic  terms. 

Response.  The  commenters’  assertions  are 
incorrect.  The  tuition  cost  for  both  types  of 
institutions  must  be  based  upon  attendance 
for  an  academic  year.  In  each  case  the  stu¬ 
dent  is  paid  for  one  academic  year  in  an 
award  period.  Thus,  if  a  clock  hour  institu¬ 
tion  has  a  12  month,  1200  hour  program, 
but  considers  its  academic  year  to  be  900 
rather  than  1200  hours,  the  tuition  to  be 
used  in  the  Basic  Grant  budget  must  be  pro¬ 
rated  for  900  hours.  Similarly,  if  a  credit 
hour  institution  has  two  regular  semesters 
and  a  summer  term,  but  considers  its  aca¬ 
demic  year  as  being  only  the  two  semesters, 
the  Basic  Grant  budget  includes  only  the 
tuition  for  the  regular  terms. 

An  institution  may,  of  course,  define  its 
academic  year  as  greater  than  the  minima 
set  forth  in  §  190.2(a).  If  either  type  of  insti¬ 
tution  does  so  and  thus  includes  tuition  for 
this  longer  academic  year  in  its  Basic  Grant 
Budget,  it  may  disburse  a  full  Scheduled 
Basic  Grant  only  for  completion  of  the 
longer  academic  year. 

Comment  One  commenter  questions 
whether  §  190.53  would  reflect  a  student's 
costs  for  a  complete  academic  year  regard¬ 
less  of  when  within  the  award  period  the 
student's  academic  year  began.  The  com¬ 
menter  suggested  adding  the  following  lan¬ 
guage,  "The  student’s  allowable  institution¬ 
al  charges  shall  be  those  direct  school  costs 
Incurred  during  a  student's  full-time  attend¬ 
ance  during  an  entire  academic  year.” 

Response.  The  regulation  will  reflect  the 
cost  for  the  entire  academic  year  in  all 
cases.  The  recommendation  for  changing 
the  wording  was  not  adopted.  The  Commis¬ 
sioner  feels  that  the  wording  in  the  new  reg¬ 
ulation  more  specifically  addresses  the  de¬ 
termination  of  attendance  costs  for  an  aca¬ 
demic  year  and  is  preferable  to  the  suggest¬ 
ed  wording. 
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§  190.54  Attendance  costs  for  incarcerated 

students. 

Comment  One  commenter  asked  whether 
a  program  for  incarcerated  students  can 
have  a  different  academic  year  than  a  pro¬ 
gram  for  regular  students  (4  quarters  in¬ 
stead  of  3  quarters). 

Response.  Yes.  An  institution  may  estab¬ 
lish  a  separate  academic  year  for  a  particu¬ 
lar  program.  If  an  institution  establishes  a 
program  specifically  for  incarcerated  stu¬ 
dents.  the  institution  could  define  the  aca¬ 
demic  year  differently. 

Comment  One  commenter  requested  that 
funding  be  increased  to  75%  of  the  cost  of 
education.  Another  commenter  suggested 
that  entire  tuition  and  fee  costs  should  be 
covered  by  a  Basic  Grant,  plus  a  $10/credit 
hour  allowance  should  be  provided  when 
books  are  not  supplied. 

Response.  The  authorizing  legislation  for 
the  Basic  Grant  Program  establishes  that 
the  amount  of  the  Basic  Grant  may  not 
exceed  50%  of  the  cost  of  education. 

Comment  One  commenter  suggested  sub¬ 
stitution  of  a  prorated  system  for  inclusion 
of  room  and  board  charges  for  the  existing 
formula— incarcerated  students  often  con¬ 
tribute  %  of  their  net  income,  if  employed, 
for  room  and  board. 

Response.  Incarcerated  students  generally 
forego  significant  monetary  compensation 
for  their  work  in  exchange  for  their  mainte¬ 
nance.  Since  the  Basic  Grant  application 
does  not  request  in-kind  compensation,  it  is 
not  desirable  and  would  be  highly  confusing 
to  allow  for  the  Inclusion  of  prorated  room 
and  board  charges. 

Comment  One  commenter  suggested  that 
allowable  attendance  costs  for  incarcerated 
students  be  modified  to  include  transporta¬ 
tion  costs  to  and  from  school. 

Response.  Because  the  transportation 
costs  of  incarcerated  students  are  usually 
provided  by  the  incarceration  facility,  the 
Commissioner  feels  that  it  is  not  necessary 
to  add  a  separate  allowance  for  transporta- 
tion  costs. 

The  $400  miscellaneous  expense  allowance 
for  students  who  are  not  incarcerated  is  in¬ 
tended  to  be  applied  not  only  for  books  and 
supplies,  but  also  other  costs  such  as  laun¬ 
dry.  transportation  and  other  miscellaneous 
expenses.  The  allowance  for  incarcerated 
students  is  limited  to  an  amount  considered 
adequate  for  books  and  supplies,  because 
generally  the  other  costs  the  miscellaneous 
expenses  allowance  is  intended  to  cover  are 
met  for  incarcerated  students  by  the  incar¬ 
ceration  facility. 

Comment  One  Commenter  said  that  it  is 
unclear  whether  we  mean  to  distinguish  be¬ 
tween  mandatory  or  voluntary  participants 
in  half-way  houses. 

Response.  The  regulation  does  not  distin¬ 
guish  between  mandatory  and  voluntary 
participants  in  half-way  houses. 

StTBPART  P 

§  190.61  Submission  process  and  deadline  . 

for  Student  Eligibility  Report. 

Comment  Several  commenters  said  that 
the  language  in  §  190.61(c)  does  not  agree 
with  the  language  in  §  190.61(b).  Paragaph 
190.61(b)  provides  that  a  student  “who  en¬ 
rolls  before  May  1  of  an  award  period”  must 
submit  the  SER  to  the  institution  on  or 
before  May  31.  Paragraph  190.61(c),  setting 
submission  deadlines  for  students  partici¬ 
pating  under  the  Alternate  Disbursement 
System,  referred  to  students  enrolling  “on 
or  before  May  1.” 

Response.  In  accordance  with  this  sugges¬ 
tion,  we  have  adjusted  190.61(c)  to  be  con¬ 


sistent  with  190.61(b).  The  last  sentence  of 
190.61(c)  now  reads,  ",  .  .  for  those  who 
enroll  before  May  1,  and  July  10  for  those 
who  enroll  on  or  after  May  1.” 

Comment  One  commenter  said  that  no 
cut-off  dates  should  be  set  since  they  elimi¬ 
nate  students  who  enroll  late  in  the  award 
year  from  receiving  a  grant. 

Response.  The  deadline  dates  for  process¬ 
ing  of  applications  and  corrections,  as  well 
as  the  deadline  dates  for  submission  of  the 
SER  to  the  institution,  are  not  intended  to 
prevent  students  who  enroll  late  in  the  year 
from  receiving  Basic  Grants,  but  rather  are 
necessary  for  proper  administration  of  the 
Program.  Applications  are  made  available  to 
students  more  than  fourteen  months  before 
the  March  15  deadline  date  for  filing.  In 
most  cases,  this  is  a  sufficient  amount  of 
time  for  students  to  apply  and  receive  an 
SER,  since  most  students  do  enroll  in  post¬ 
secondary  education  early  in  the  award 
period,  and  those  who  do  not,  usually  make 
plans  in  advance  for  financial  aid. 

For  the  Basic  Grant  Program,  the  funding 
cycle  corresponds  with  the  award  period, 
that  is,  July  1  to  June  30.  The  Family  Con¬ 
tribution  Schedules  and  Payment  Schedule 
are  approved  by  Congress  each  year  and  are 
in  effect  for  a  specific  award  period.  Each 
award  period’s  funds  must  be  accounted  for 
and  the  accounts  closed  out  within  a  reason¬ 
able  period  of  time  after  the  end  of  the 
award  period,  in  order  to  make  possible  a  re¬ 
sponsible  administration  of  Basic  Grant 
funds. 

The  authorizing  legislation  gives  the  Com¬ 
missioner  the  authority  to  set  a  deadline 
date  by  which  applications  must  be  filed. 
The  regulations  specify  that  the  student 
must  submit  the  SER  to  the  school  prior  to 
May  31,  or,  in  cases  where  the  student  en¬ 
rolls  on  or  after  May  1,  the  student  must 
submit  the  SER  no  later  than  June  30.  In¬ 
stitutions  are  then  required  to  submit  Prog¬ 
ress  Reports  by  July  15,  which  account  for 
all  of  the  funds  disbursed  during  the  pri- 
vious  award  period.  Clearly,  given  the 
volume  of  applications  (3.6  million  in  1977- 
78)  and  the  amount  of  Federal  dollars  in¬ 
volved  (1.6  billion  in  1977-78),  sound  fiscal 
administration  of  the  Program  is  of  the 
utmost  importance.  This  involves  setting 
the  necessary  deadline  dates  for  students 
and  institutions. 

Comment  One  commenter  suggested  the 
following  addition  to  §  190.61(d),  “Unless  in 
the  judgment  of  the  financial  aid  officer  a 
delay  was  caused  by  resubmitting  of  the 
SER  or  the  filing  of  a  supplemental  applica¬ 
tion  for  which  the  applicant  was  not  princi¬ 
pally  responsible.”  Another  commenter  sug¬ 
gested  that  9  190.61(d)  be  amended  to  say: 
“If  a  student  was  legitimately  enrolled,  the 
Basic  Grant  payment  could  be  made  in  a 
subsequent  enrollment  period,  but  prior  to 
June  30  of  the  fiscal  year  the  student  was 
deemed  eligible.”  These  commenters  felt 
that  this  section  in  the  proposed  regulations 
would  cause  a  hardship  to  students  who  had 
to  make  corrections. 

Another  commenter  cited  instances  In 
which  incarcerated  students  submit  a  Basic 
Grant  application  during  one  semester,  but 
have  completed  the  semester  and  are  no 
longer  enrolled  by  the  time  the  SER  is  re¬ 
turned.  The  commenter  suggested  adding 
the  following  language,  “Awards  may  be 
claimed  by  colleges  in  any  semester  follow¬ 
ing  attendance  for  incarcerated  students, 
provided  the  student  was  registered  at  the 
time  of  application  for  a  Basic  Grant 


award.”  One  commenter  suggested  that 
§  190.61(d)  be  changed  to  allow  a  student  to 
be  paid  for  any  portion  of  an  academic  year 
that  he  or  she  is  in  attendance  if  a  valid 
6ER  is  submitted  during  that  same  aca¬ 
demic  year. 

Response.  Deadlines  for  the  submission  of 
valid  SER’s  are  necessary  for  the  proper  ad¬ 
ministration  of  the  Basic  Grant  Program. 
Because  the  application  system  is  open  to 
students  for  over  14  months,  the  Commis¬ 
sioner  feels  that  applicants  are  afforded  an 
adequate  opportunity  to  apply  for  a  Basic 
Grant  and  receive  a  valid  SER.  To  waive  the 
deadlines  for  some  applicants  and  not 
others  would  not  treat  everyone  equitably. 

Comment  One  commenter  suggested  that 
§  190.61(d)  be  changed  to,  "A  student  who 
submits  an  SER  to  an  institution  at  the 
time  he/she  is  no  longer  eligible  to  receive  a 
Basic  Grant  or  is  no  longer  enrolled  and  at¬ 
tending  a  program  at  that  institution  may 
not  be  paid  a  Basic  Grant.”  (Directed  spe¬ 
cifically  to  the  problem  of  graduate  stu¬ 
dents  who  were  undergraduates  during  the 
prior  term.) 

Response.  This  concept  has  been  inserted 
into  the  final  regulation. 

9  190.62  Calculation  of  a  Scheduled  Basic 

Grant  at  full  funding. 

Comment  Two  commenters  disagree  with 
the  V4  cost  concept. 

Response.  The  half  cost  limitation  in  the 
Basic  Grant  Program  is  mandated  by  the 
program  statute. 

Comment  One  commenter  stated  that  the 
Basic  Grant  $200  minimum  award  under 
full  funding  discriminates  against  home 
study/correspondence  students. 

Response.  No  change  was  made  in  the  reg¬ 
ulation.  The  authorizing  legislation  requires 
that,  under  full  funding,  the  minimum 
Basic  Grant  award  is  $200.  This  provision 
applies  to  all  Basic  Grant  recipients,  regard¬ 
less  of  the  kind  of  program  in  which  they 
may  be  enrolled. 

9  190.63  Calculation  of  a  Scheduled  Basic 

Grant  at  less  than  full  funding. 

Comment  One  commenter  did  not  under¬ 
stand  why  an  award  of  less  than  $200  for  an 
academic  year  is  allowed  when  the  program 
is  not  fully  funded. 

Response.  The  authorizing  legislation  es¬ 
tablishes  a  minimum  award  of  $50  for  an 
academic  year  if  the  program  is  not  fully 
funded.  When  the  program  is  not  fully 
funded,  the  law  provides  a  schedule  of  re¬ 
ductions.  When  these  reductions  are  applied 
to  a  student’s  award  as  calculated  under  the 
full  funding,  requirements,  the  reduced 
award  must  meet  the  $50  minimum. 

9  190.64  Calculation  of  a  Basic  Grant  for  a 

payment  period. 

Proposed  Computation  procedures  for  stu¬ 
dents  enrolled  at  less  than  full-time  status 
at  institutions  using  terms. 

Comment  The  Office  of  Education  re¬ 
ceived  considerable  comment  about  the 
effect  of  the  proposed  award  calculation 
procedures  on  institutions  which  use  terms, 
and  measure  progress  by  credit  hours.  A 
summary  of  these  comments  follows. 

Several  commenters  favored  the  exact 
proration  (10/12,  11/12,  etc.)  presented  in 
the  proposed  regulation. 

Various  other  commenters  said  the  pro¬ 
posed  calculation  procedure  would  not  be  a 
problem  at  schools  with  fixed  class  sched- 
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ules,  schools  with  few  part-time  students,  or 
schools  with  automated  systems. 

Several  commenters  agree  with  the  con¬ 
cept  of  the  proposed  computational  proce¬ 
dure.  but  think  it  is  too  late  to  implement  it 
for  1978-79.  Programming  changes  would  be 
needed  at  large  institutions.  It  could  also  be 
confusing  since  different  procedures  have 
been  published  (1978-79  Payment  Sched¬ 
ule).  Another  commenter  suggested  that  the 
new  procedures  be  delayed  until  financial 
aid  officers  have  a  chance  to  review  them, 
and.  if  implemented,  until  institutions  have 
time  to  put  them  into  practice. 

The  vast  majority  of  commenters  pre¬ 
ferred  the  current  procedures.  Many  of 
them  said  that  the  proposed  regulations 
would  be  a  disincentive  for  students  to  carry 
a  full-time  load,  would  increase  administra¬ 
tive  costs  and  time,  and  would  encourage  in¬ 
stitutions  to  make  one  payment  per  term. 
Current  procedures  are  adequate  and  less 
complicated.  One  commenter  said  the  addi¬ 
tional  equity  is  not  worth  the  added  confu¬ 
sion. 

Several  commenters  said  the  proposed  dif¬ 
ference  in  the  amount  of  the  award  is  not 
worth  the  effort  it  would  require  because  of 
a  small  difference  in  the  award,  the  delay  in 
making  payment,  and  additional  administra¬ 
tive  burden. 

Many  commenters  said  that  multiplying 
by  enrollment  status  will  lead  to  more  mis¬ 
takes  in  calculating  grants  than  occur  by  en¬ 
tering  a  figure  from  the  payment  or  dis¬ 
bursement  schedule.  They  felt  that  the 
three  payment  schedules  should  be  re¬ 
tained. 

One  commenter  said  that  exact  degree  of 
equity  for  part-time  students  provided  by 
the  proposed  regulations  is  unnecessary. 
The  commenter  felt  the  program  should  be 
geared  to  full-time  students. 

One  commenter  said  the  new  procedures 
do  not  eliminate  the  need  for  part-time  pay¬ 
ment  schedules,  but  actually  require  addi¬ 
tional  ones. 

One  commenter  said  that  a  one  hour 
change  would  require  recomputation  since 
enrollment  status  would  change.  Another 
commenter  said  that  the  institution  should 
not  recalculate  if  a  student  drops  from  12  to 
11  or  10  units  because  the  student  is  still, 
for  all  intents  and  purposes,  full-time. 

One  commenter  said  that  preliminary  cal¬ 
culation  is  impossible  when  the  student  pro¬ 
jects  the  number  of  courses  rather  than  the 
number  of  credit  hours. 

Response.  Based  on  the  suggestions  of  the 
majority  of  the  commenters,  the  Commis¬ 
sioner  has  decided  to  maintain  the  current 
award  calculation  procedures  for  those  insti¬ 
tutions  which  use  terms  and  measure  prog¬ 
ress  by  credit  hour.  Therefore,  three  pay¬ 
ment  schedules  will  be  maintained  for  these 
institutions. 

Comment  There  were  a  few  comments  re¬ 
ceived  about  the  effect  of  the  proposed  cal¬ 
culation  procedures  for  institutions  which 
measure  progress  by  clock  hour.  One  com¬ 
menter  said  that  awards  for  clock  hour  in¬ 
stitutions  should  be  based  on  months,  as  is 
currently  done.  Another  commenter  said 
there  are  problems  with  award  calculation 
for  beauty  schools  because  different  states 
have  different  requirements  for  the  number 
of  clock  hours. 

Response.  The  Commissioner  has  decided 
to  implement  the  procedures  discussed  in 
the  proposed  regulations.  As  noted  in  the 
discussion  of  “payment  period,”  the  new 
procedure  is  intended  as  a  response  to  ques¬ 


tions  from  clock  hour  schools  about  how  to 
compute  awards  for  students  whose  hours 
of  attendance  fluctuate. 

Comment  One  commenter  asked,  in  refer¬ 
ence  to  9  190.64(b),  whether  an  institution 
can  excuse  absence  and  still  pay  students  at 
the  the  mid-point. 

Response.  No,  a  clock-hour  institution 
may  only  make  a  second  payment  to  a  stu¬ 
dent  after  he/she  has  completed  the 
number  of  clock  hours  for  which  originally 
paid.  This  section  was  designed  to  eliminate 
the  problem  of  students  attending  class  in¬ 
termittently. 

Comment  One  commenter  asked  how  a 
school  pays  if  it  measures  progress  in  terms 
of  clock  hours,  but  uses  terms,  the  last  of 
which  overlaps  award  periods.  One  com¬ 
menter  asked  how  this  section  affects  insti¬ 
tutions  with  staggered  starting  dates,  l.e„ 
monthly. 

Response.  An  Institution  must  follow  the 
procedures  outlined  in  9  190.64(b)  to  deter¬ 
mine  awards  if  it  uses  clock  hours  to  meas¬ 
ure  progress,  regardless  of  whether  it  also 
uses  terms.  The  concept  of  an  academic 
term  is  not  relevant  to  this  method  of  calcu¬ 
lation. 

With  regard  to  the  second  comment,  these 
procedures  are  followed  regardless  of 
whether  all  students  enter  on  a  set  date  or 
if  student  enrollment  dates  are  staggered.  A 
calculation  would  have  to  be  done  for  each 
student  at  the  time  he  or  she  enters  school. 

Comment  Concerning  the  use  of  clock  or 
credit  hours  rather  than  months,  one  com¬ 
menter  questioned  whether  the  amount  of 
the  grant  will  be  less  under  the  new  calcula¬ 
tion  proposed  in  9 190.64(b). 

Response.  Under  the  new  procedure,  the 
amount  of  the  grant  may  be  slightly  higher 
or  lower  than  the  amount  determined  under 
previous  procedures.  However,  on  the  basis 
of  a  study  of  public  reponse  to  the  current 
regulations,  as  well  as  comments  on  the  pro¬ 
posed  regulations,  the  Commissioner  has  de¬ 
cided  that  the  most  equitable  and  precise 
way  of  calculating  awards  at  clock  hour  in¬ 
stitutions  or  at  institutions  without  terms  is 
on  the  basis  of  the  number  of  credit  or  clock 
hours  required  for  the  academic  year, 
rather  than  eight  months.  The  eight  month 
proration  factor  has  become  less  pertinent 
to  the  situation  at  many  institutions  since 
they  are  instituting  innovative  schedules, 
mini-terms,  accelerated  terms,  etc. 

9  190.65  Calculation  of  Basic  Grants  for  a 

term  which  occurs  within  two  award  peri¬ 
ods. 

Comment  Many  commenters  stated  that 
the  proposed  rule  would  create  an  unneces¬ 
sarily  cumbersome  process.  It  was  noted  by 
some  commenters  that  the  proposed  rule 
would  require  an  institution  to  calculate  the 
award  twice  for  any  term  which  occurs 
within  two  award  periods,  once  for  each 
award  period  separately.  Other  commenters 
stated  that  under  the  proposed  rule  it  was 
unclear  what  procedures  to  follow  if  a  stu¬ 
dent  was  ineligible  for  a  Basic  Grant  during 
one  of  the  award  periods  involved.  The  ma¬ 
jority  of  commenters  felt  that  the  institu¬ 
tion  should  be  able  to  pay  for  the  entire 
term  from  one  award  period's  funds. 

Response.  The  proposed  rule  governing 
computations  for  a  term  occurring  within 
two  award  periods  was  intended  to  simplify 
those  computations.  However,  because  of 
the  number  of  questions  raised  by  com¬ 
menters,  the  Commissioner  feels  that  the 
proposal  still  leaves  financial  aid  officers 


with  an  unduly  complex  process  for  comput¬ 
ing  awards. 

After  considering  several  alternatives, 
with  the  primary  goal  being  to  provide  the 
simplest  possible  means  for  computing 
awards  for  students  enrolled  in  terms  which 
occur  in  two  award  periods,  the  regulation 
has  been  amended.  It  provides  that  if  a  term 
begins  in  one  award  period  and  ends  in  an¬ 
other.  the  institution  must  designate  that 
term  as  “belonging"  entirely  to  one  or  the 
other  of  the  two  award  periods.  The  calcula¬ 
tion  of  all  student  awards  for  the  entire  ses¬ 
sion  will  then  be  based  on  the  SER  for  the 
award  period  designated  by  the  institution 
and  the  portion  of  eligibility  used  by  the 
student  will  be  attributed  to  that  award 
period. 

9  190.66  Transfer  student:  attendance  at 

more  than  one  institution  during  an 

award  period. 

Comment  Many  commenters  requested 
clarification  regarding  how  to  determine  a 
Basic  Grant  when  a  student  transfers 
during  the  award  period  and  the  costs  of 
education  differ  at  the  two  institutions. 

Response.  A  transfer  student's  Basic 
Grant  is  initially  calculated  the  same  way  as 
any  other  student's  Basic  Grant,  i.e..  the 
award  is  determined  using  the  student’s  eli¬ 
gibility  index,  enrollment  status,  and  cost  of 
attendance  at  the  institution.  That  award  is 
then  divided  by  the  number  of  terms  in  the 
academic  year  of  the  institution  to  deter¬ 
mine  the  award  for  each  term.  However, 
once  that  award  has  been  calculated,  the  fi¬ 
nancial  aid  officer  can  ensure  that  the  stu¬ 
dent  does  not  exceed  his  or  her  eligibility  by 
calculating  the  amount  of  eligibility  already 
used  at  the  previous  school,  and  adjusting 
the  current  payment,  if  necessary.  To  do 
this,  the  aid  officer  needs  to  know  the 
amount  received  and  the  student's  Sched¬ 
uled  Basic  Grant  at  the  previous  school.  For 
Instance,  a  full-time  student  with  an  eligibil¬ 
ity  index  of  zero  attends  school  A,  where 
the  cost  of  attendance  is  $3,200.  Using  that 
cost  of  attendance,  that  student's  Scheduled 
Basic  Grant,  i.e.,  the  amount  which  would 
be  paid  to  a  full-time  student  for  a  full  aca¬ 
demic  year,  is  $1,600.  The  student  receives 
an  $800  disbursement  for  the  first  semester. 
The  student  has  received  50%  of  a  Sched¬ 
uled  Basic  Grant.  The  student  transfers  to 
school  B  and  continues  in  full-time  status, 
where  the  cost  of  education  is  $2,025.  Using 
the  cost  of  attendance,  the  scheduled  Basic 
Grant  for  the  student  at  school  B  is  $1,012. 
At  school  B  the  student  will  receive  50%  of 
$1,012,  which  is  $506.  No  adjustment  is  nec¬ 
essary  in  this  example,  since  the  student 
only  received  one-half  of  the  applicable 
Scheduled  Award  for  a  semester's  attend¬ 
ance  at  each  institution. 

Another  full-time  student  with  an  eligibil¬ 
ity  index  of  600  attends  school  X  for  the 
first  two  quarters  where  the  cost  of  attend¬ 
ance  is  $2,100.  That  student's  Scheduled 
Basic  Grant  is  $1,062,  and  he/she  will  re¬ 
ceive  a  disbursement  of  $352  for  each  quar¬ 
ter— two-thirds  of  the  Scheduled  Basic 
Grant.  The  student  then  transfers  to  school 
Y,  a  semester  institution,  for  the  last  semes¬ 
ter  of  the  academic  year.  The  student  en¬ 
rolls  full-time  at  school  Y  where  the  cost  of 
attendance  is  $4,500.  The  student's  Sched¬ 
uled  Basic  Grant  at  school  Y  is  $1,090  and 
the  student  would  normally  receive  a  dis¬ 
bursement  of  one-half  of  that  amount 
($545)  for  the  remaining  semester  in  his/her 
academic  year.  However,  since  the  student 
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has  already  received  two-thirds  of  his/her 
Scheduled  Award  at  the  previous  institu¬ 
tion,  he/she  can  only  receive  one-third  of 
his/her  Scheduled  Award  at  this  institution, 
i.e.,  $363  for  that  semester. 

Comment  Many  commenters  stated  that 
the  wording  of  the  proposed  regulation  was 
inaccurate  since  a  transfer  student  does  not 
_  reapply"  for  a  Basic  Grant  at  the  new 
school.  The  student  simply  submits  a  dupli¬ 
cate  copy  of  the  Student  Eligibility  Report. 

Response.  The  Commissioner' agrees  and 
the  final  regulation  has  been  amended. 

Comment  Many  commenters  expressed 
concern  over  the  requirement  that  institu¬ 
tions  collect  a  financial  aid  transcript  on  all 
transfer  students  who  receive  Basic  Grant 
assistance.  Some  of  the  commenters  also 
thought  that  the  Office  of  Education 
should  monitor  the  amount  received  by  a 
transfer  student. 

Response.  The  Basic  Grant  proposed  rules 
do  not  require  an  institution  to  obtain  a  fi¬ 
nancial  aid  transcript.  These  regulations  re¬ 
quire  only  that  the  institution  to  which  a 
student  transfers  adjust  the  student's  Basic 
Grant  payment  to  avoid  an  overpayment  of 
a  Basic  Grant.  However,  a  notice  of  pro¬ 
posed  rulemaking  concerning  fiscal  and  ad¬ 
ministrative  standards  for  institutions  par¬ 
ticipating  in  Title  IV  programs,  published 
on  August  10.  1978,  does  require  the  finan¬ 
cial  aid  transcript.  If  that  proposed  require¬ 
ment  becomes  effective  as  a  final  regulation, 
schools  will  have  the  necessary  information 
from  the  previous  institution  to  adjust  the 
Basic  Grant.  In  the  meantime,  in  order  to 
avoid  making  overawards  to  students,  insti¬ 
tutions  may  wish  to  require  on  their  own 
initiative  that  transfer  students  provide  fi¬ 
nancial  aid  transcripts. 

The  Office  of  Education  currently  does 
monitor  the  amount  of  Basic  Grant  assist¬ 
ance  received  by  a  student  each  year.  How¬ 
ever,  the  monitoring  system  detects  an 
overaward  after  the  payments  have  been 
made.  These  new  requirements  for  adjust¬ 
ment  of  the  transfer  student’s  award  are  an 
attempt  to  avoid  the  overaward  before  it  is 
made. 

Comment  Many  commenters  stated  that 
the  second  institution  should  not  be  held 
liable  for  any  overaward.  Some  mentioned 
that  a  dishonest  student  could  conceal  the 
fact  that  he  or  she  is  a  transfer  student  or 
could  have  transferred  more  than  once. 

Response.  The  Basic  Grant  regulations 
would  find  the  second  institution  liable  for 
an  overaward  only  if  the  institution  knows 
that  the  student  has  transferred  and  knows 
the  Scheduled  Basic  Grant  at  previous 
school(s)  and  the  amount  the  student  re¬ 
ceived  there. 

§  190.67  Correspondence  study. 

Comment  Concerning  paragraph  (a)  one 
commenter  suggested  that  we  substitute  the 
following  language:  "The  institution  pre¬ 
pares  a  written  schedule  for  satisfactory 
completion  of  lessons  .  .  .”  Satisfactory 
completion  would  replace  submission. 

Response.  No  change  was  made  in  the  reg¬ 
ulation.  “Schedule  for  submission”  means 
that  the  student  would  actually  submit  the 
completed  lessons  to  the  school  according  to 
the  schedule.  Whether  or  not  the  lessons 
were  completed  satisfactorily  would  be  up  to 
the  institution’s  standards  and  practices.  If 
the  student  is  not  maintaining  satisfactory 
progress,  the  institution  would  then  with¬ 
hold  payment. 


Comment  One  commenter  suggested  that 
the  entire  grant  be  disbursed  when  the  stu¬ 
dent  completes  either  25%  or  50%  of  the 
program.  One  disbursement  would  reduce 
the  administrative  burden  on  the  school. 

Response.  No  change  was  made  in  the  reg¬ 
ulation.  The  Commissioner  agrees  that  the 
school’s  administrative  burden  would  be  re¬ 
duced  if  only  one  payment  were  required. 
However,  just  as  is  the  case  for  non-corre¬ 
spondence  schools,  correspondence  schoods 
are  required  to  make  two  payments  to  the 
student  every  award  period.  This  ensures 
that  the  student  actually  is  participating  in 
the  program  of  study  at  the  time  the  dis¬ 
bursement  is  made.  Requiring  two  disburse¬ 
ments  per  award  period  provides  greater 
control  over  the  funds.  This  provides  two 
points  in  time  when  the  student's  eligibility 
for  payment  must  be  established. 

Comment  One  commenter  suggested  the 
requirement  that,  for  students  enrolled  in 
correspondence  study,  Basic  Grants  must  be 
credited  toward  tuition  and  none  disbursed 
to  the  student. 

Response.  No  change  was  made  in  the  reg¬ 
ulation.  As  with  any  Institution,  participat¬ 
ing  correspondence  schools  already  have  the 
authority  to  credit  the  student’s  account  for 
tuition  and  fees.  However,  correspondence 
schools  participating  under  the  Regular  Dis¬ 
bursement  System  will  have  two  Ways  to  dis¬ 
burse  the  Basic  Grant,  by  crediting  the  stu¬ 
dent's  account,  or  paying  it  directly  to  the 
student. 

Subpart  G 

{ 190.72  Institutional  agreement— Regular 

Disbursement  System. 

Comment  One  commenter  stated  that  the 
regulations  should  either  outline  the  con¬ 
tent  of  the  agreement  or  the  agreement 
should  be  open  for  public  comment  using 
the  standard  process  of  publishing  the  pro¬ 
posed  agreement  in  the  Federal  Register. 

Response.  The  terms  of  agreement,  which 
must  be  signed  by  each  eligible  institution 
wishing  to  participate  in  the  Title  IV  pro¬ 
grams,  has  not  been  published  in  the  Feder¬ 
al  Register.  It  is  not  required  that  this  doc¬ 
ument  be  published  in  the  Federal  Regis¬ 
ter  and  the  Commissioner  believes  no 
useful  purpose  would  be  served  by  such  pub¬ 
lication. 

Comment  One  commenter  stated  that  a 
deadline  date  by  which  the  Commissioner 
will  send  the  payment  schedule  each  year 
would  help  assure  schools  that  they  will  re¬ 
ceive  them  early,  this  could  help  in  institu¬ 
tional  operations  planning. 

Response.  An  annual  deadline  date  for  dis¬ 
tribution  of  the  Payment  Schedule  has  not 
been  set.  The  Office  of  Education  publishes 
and  distributes  the  Payment  Schedule  as 
early  as  possible  each  year.  The  Schedule  is 
developed  as  soon  as  all  of  the  necessary 
variables  become  final,  such  as  the  amount 
of  the  appropriation  and  the  award  level. 

}  190.73  Termination  of  agreement— Regu¬ 
lar  Disbursement  System. 

Comment  Several  commenters  stated  that 
in  paragraph  (a).  Termination  by  Commis¬ 
sioner,  schools  are  not  given  due  process. 
They  suggested  that  termination  of  the 
agreement  by  the  Commissioner  should 
follow  procedures  similar  to  those  outlined 
in  the  Limitation,  Suspension  and  Termina¬ 
tion  (L,  S,  and  T)  regulations. 

Response.  The  termination  of  the  RDS 
Agreement  means  that  the  institution  will 
no  longer  act  as  the  Office  of  Education’s 


agent  in  disbursing  the  funds.  However,  stu¬ 
dents  at  that  institution  will  continue  to  re¬ 
ceive  Basic  Grant  funds  if  an  ADS  agree¬ 
ment  is  signed.  Because  the  students  will 
continue  to  receive  the  funds,  procedures 
such  as  those  under  L,  S,  and  T  are  not  nec¬ 
essary. 

Comment  One  commenter  stated  that  the 
regulation  setting  forth  the  Commissioner’s 
authority  to  terminate  the  agreement  im¬ 
mediately  if  there  is  a  risk  of  loss  of  funds  is 
excellent.  OE  must  have  the  ability  to  stop 
funds  while  legal  negotiations  take  place. 

Response.  The  Office  of  Education  agrees. 

Comment  Several  commenters  noted  that 
the  Commissioner  can  terminate  the  RDS 
agreement  upon  less  than  30  days  notice, 
whereas  a  school  must  wait  until  the  end  of 
an  award  period  to  terminate  the  agree¬ 
ment.  The  school  should  be  able  to  termi¬ 
nate  the  RDS  agreement  after  30  days 
notice. 

Response.  This  section  has  not  been 
changed.  The  Commissioner  must  have  the 
authority  to  terminate  the  RDS  agreement 
upon  notice  in  order  to  protect  the  interests 
of  both  the  government  and  the  students. 
Termination  of  the  RDS  agreement  at  the 
request  of  the  institution  takes  effect  on  the 
last  day  of  the  award  period  in  which  the 
termination  is  requested  to  ensure  a  smooth 
transition  from  RDS  to  ADS.  If  an  institu¬ 
tion  is  having  substantial  difficulty  in  ad¬ 
ministering  the  program,  the  Commissioner 
has  the  authority  to  terminate  the  agree¬ 
ment  during  an  award  period  if  necessary. 

Comment  Several  commenters  stated  that 
if  a  school’s  agreement  is  terminated  be¬ 
cause  of  change  in  ownership,  students  at¬ 
tending  the  school  should  have  their  awards 
honored  through  the  end  of  the  award 
period. 

Response.  An  institution  must  establish 
eligibility  in  order  to  participate  in  the  Title 
IV  programs.  It  should  be  noted  that  not 
only  does  the  RDS  agreement  terminate 
upon  a  change  of  ownership,  but  also  the  in¬ 
stitution’s  Agreement  with  the  Commission¬ 
er  to  participate  in  all  Title  IV  programs 
terminates.  If  the  institution  changes  own¬ 
ership  after  institutional  eligibility  has  been 
established,  institutional  eligibility  must  be 
reaffirmed  under  the  new  ownership.  The 
Commissioner  believes  that  the  reaffirma¬ 
tion  of  eligibility  should  be  able  to  be  ac¬ 
complished  during  the  award  period  in 
which  the  change  of  ownership  occurred. 

Comment  Two  commenters  questioned 
why  the  agreement  would  automatically  ter¬ 
minate  because  of  a  change  in  ownership. 
Would  it  not  be  possible  to  have  the  agree¬ 
ment  extended,  not  to  be  terminated  unless 
the  necessary  papers  are  not  signed  within  a 
certain  period  of  time.  This  would  prevent  a 
time  period  where  students  would  not  re¬ 
ceive  their  Basic  Grants. 

Response.  The  Commissioner  believes  that 
proper  stewardship  of  Federal  funds  re¬ 
quires  that  a  new  owner  reaffirm  an  institu¬ 
tion’s  eligibllty  and  sign  a  new  Agreement 
with  the  Commissioner  to  participate  in  the 
Title  IV  programs.  By  signing  the  Terms  of 
Agreement,  the  new  owner  acknowledges 
his  or  her  responsibility  to  properly  admin¬ 
ister  Federal  funds  available  to  students  at 
that  institution. 

{ 190.74  Advancement  of  funds  to  institu¬ 
tions. 

Comment  Several  commenters  stated  that 
the  school,  and  not  the  Commissioner, 
should  determine  the  amount  of  funds  it 
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will  receive  if  the  school  can  demonstrate 
that  another  figure  is  more  appropriate. 

Response.  The  proposed  regulation  was 
not  changed.  No  change  from  the  current 
procedure  is  intended  under  this  provision. 
Currently,  the  amount  of  funds  advanced  to 
an  institution  is  based  upon  the  number  of 
Basic  Grant  recipients  at  the  school  in  the 
previous  year.  Proper  administration  of 
funds  requires  that  the  Commissioner  not 
allow  an  undue  surplus  of  funds  to  be  held 
at  an  institution  during  an  award  period. 
When  an  institution  needs  additional  funds, 
the  funds  are  provided.  Because  the  Basic 
Grant  is  an  entitlement,  funds  will  be  pro¬ 
vided  to  the  Institution  to  pay  all  of  the 
Basic  Grant  recipients  at  that  institution. 

5  190.75  Determination  of  eligibility  for 

payment. 

Comment  Concerning  subparagraphs 
(a)(4).  (aX5)  and  (g)(2),  several  commenters 
suggested  that  these  provisions  should  be 
changed  to  say  that  the  student  is  not  in  de¬ 
fault  on  a  loan  made  at  any  institution,  or 
does  not  owe  a  refund  on  a  grant  made  at 
any  institution. 

Response.  No  change  was  made  to  the  reg¬ 
ulation.  The  statute  clearly  provides  that 
the  student  may  not  owe  a  refund  on  Title 
IV  grants  received  at  that  institution  or  be 
in  default  on  a  National  Direct  Student 
Loan  or  a  Guaranteed  Student  Loan  made 
for  attendance  at  that  institution.  The  regu¬ 
lation  has  been  written  to  be  consistent  with 
the  legislation. 

Comment  Concerning  satisfactory  prog¬ 
ress.  two  commenters  noted  that  the  pream¬ 
ble  to  the  NPRM  states  that  institutional 
standards  of  satisfactory  progress  “establish 
a  framework  for  evaluating  a  student's  ef¬ 
forts  to  achieve  an  educational  goal  within  a 
given  period  of  time  .  .  .  the  institution 
needs  to  know  the  normal  time  frame  for 
completion  of  the  course  .  .  ."  What  is  a 
reasonable  number  of  quarters/semesters 
for  a  full-time  student  to  complete  a  bacca- 
leaurate  degree? 

Response.  The  language  from  the  pream¬ 
ble  referred  to  by  the  commenters  was  in¬ 
cluded  to  give  schools  some  direction  as  to 
what  satisfactory  progress  should  measure. 
This  was  in  response  to  the  numerous  in¬ 
quiries  which  were  received  concerning  this 
issue.  However,  the  Office  of  Education  does 
not  intend  to  dictate  an  institution's  stand¬ 
ards.  nor  determine  what  the  proper  length 
of  a  course  would  be.  This  would  be  strictly 
an  institutional  determination. 

Comment  Concerning  paragraph  (b),  sev¬ 
eral  people  made  the  comment  that  if  the 
intent  of  the  Basic  Grant  program  is  to  help 
students  working  towards  completion  of  a 
degree  or  certificate,  how  can  prorated  pay¬ 
ments  be  made  to  students  who  have  al¬ 
ready  withdrawn  from  school. 

Response.  This  paragraph  has  not  been 
amended.  The  section  provides  for  payment 
if  the  eligible  student  becomes  ineligible 
before  actually  receiving  the  payment.  If  a 
student  has  submitted  an  SER  while  eligible 
for  payment,  the  student  has  completed 
his/her  responsibilities  for  receipt  of  a  Basic 
Grant,  and  the  Office  of  Education  believes 
that  the  student  is  entitled  to  a  portion  of 
the  Basic  Grant  to  cover  educational  costs 
the  student  incurred  during  his  or  her  en¬ 
rollment.  Therefore,  the  student  is  entitled 
to  a  portion  of  the  Basic  Grant,  even  if  pay¬ 
ment  has  been  delayed. 

Comment  Concerning  paragraph  (b),  two 
commenters  asked  if  payments  to  students 
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who  have  already  withdrawn  from  school 
could  reflect  costs  incurred  for  books,  sup¬ 
plies  and  miscellaneous  expenses. 

Response.  Yes.  The  payment  is  an  amount 
which  the  school  determines  could  have 
been  used  for  educational  purposes  before 
the  student  became  ineligible.  The  cost  in¬ 
curred  for  books,  supplies  and  miscellaneous 
expenses  may  be  included  in  this  determina¬ 
tion. 

Comment  Concerning  paragraph  (b),  one 
commenter  stated  that  the  payment  to  a 
student  who  has  already  withdrawn  from 
school  should  not  be  reduced  If  it  would  all 
go  towards  institutional  charges.  Rather, 
the  entire  payment  should  be  made  and  the 
refund  policy  should  go  into  effect,  propor¬ 
tioning  the  funds  back  to  the  programs 
from  which  they  were  disbursed.  Otherwise 
the  student  may  have  a  disproportionate 
loan  burden  if  the  NDSL  or  GSL  was  proc¬ 
essed  before  the  Basic  Grant  was  disbursed. 

Response.  The  suggestion  in  this  comment 
is  possible  under  the  proposed  rule  as  It  is 
written.  If  the  institutional  charges  equal  or 
exceed  the  amount  of  the  Basic  Grant 
scheduled  to  be  disbursed,  that  amount  may 
be  disbursed  for  those  charges.  Of  course,  if 
there  is  a  refund,  a  portion  of  that  refund 
must  be  returned  to  the  Basic  Grant  ac¬ 
count. 

Comment  Concerning  paragraph  (b),  one 
commenter  suggested  that,  when  paying  a 
student  who  has  already  withdrawn  from 
school,  the  calculation  of  the  amount,  to  be 
paid  should  be  based  solely  on  the  fraction 
of  the  period  of  attendance  up  to  the  time 
of  withdrawal  divided  by  the  length  of  the 
entire  payment  period. 

Response.  This  suggestion  is  not  prohibit¬ 
ed  by  the  proposed  rule.  The  institution  has 
discretion  in  determining  an  amount  to 
which  the  student  is  eligible.  This  may.  in 
some  cases,  be  a  prorated  amount. 

Comment  Concerning  paragraph  (c),  one 
commenter  stated  that  the  words  “may 
pay”  should  be  changed  to  “ must  pay,”  be¬ 
cause  if  the  student  has  re-established  satis¬ 
factory  progress,  the  institution  should  pay 
him  or  her. 

Response.  The  commenter's  suggestion 
has  not  been  adopted.  The  option  to  pay 
within  a  payment  period  remains  with  the 
institution. 

Comment  Many  commenters  stated  that 
paragraphs  (c)  and  (d)  are  invasions  on  the 
institutional  prerogative  for  developing  its 
own  standards  and  procedures,  infringing  on 
statutory  authority  for  determining  satis¬ 
factory  progress. 

Response.  The  regulation  has  not  been 
changed.  Paragraphs  (c)  and  (d)  do  not  in¬ 
fringe  upon  an  institution’s  discretion  in  de¬ 
veloping  its  own  standards  and  practices  for 
academic  progress.  These  sections  provide 
clarification  concerning  the  time  frame  for 
when  the  determination  is  made.  This 
allows  a  determination  of  unsatisfactory 
progress  to  be  reversed  and  payment  made 
if  it  can  be  done  before  the  end  of  the  pay¬ 
ment  period.  The  regulation  makes  the  nec¬ 
essary  clarification  that,  if  a  payment 
period  has  passed  during  which  a  student 
was  denied  payment  because  of  not  making 
satisfactory  progress,  no  retroactive  pay¬ 
ment  may  be  made  for  that  payment  period. 

Comment  One  commenter  stated  that  al¬ 
lowing  the  student  to  be  paid  if  he/she  was 
overpaid  because  of  institutional  error  is 
fair  to  the  student. 

Response.  The  Commissioner  agrees  with 
the  commenter. 


Comment  Concerning  subparagraph 
(eX2Mii),  Overpayment  of  a  Basic  Grant  due 
to  institutional  error,  several  commenters 
stated  that  merely  allowing  the  student  to 
agree  to  repay  the  overpayment  in  a  reason¬ 
able  period  of  time  provides  a  large  loophole 
and  also  conflicts  with  {  190.80(a).  The  com¬ 
menter  suggested  that  the  subparagraph 
should  be  changed  to  “The  student  ac¬ 
knowledges  in  writing  the  amount  of  the 
overpayment  and  an  adjustment  in  subse¬ 
quent  financial  aid  payments  eliminates  the 
overpayment  in  the  same  award  period  In 
which  it  occurred." 

Response.  The  Commissioner  disagrees 
with  this  comment  and  no  change  has  been 
made  in  the  final  regulation.  The  institution 
itself  determines  if  satisfactory  arrange¬ 
ments  have  been  made  for  repayment  and  if 
the  time  for  repayment  is  reasonable  and, 
the  institution's  decisions  are  subject  to 
review  by  the  Office  of  Education  in  a  pro¬ 
gram  review.  The  school  is  also  liable  to  the 
Office  of  Education  for  the  amount  of  any 
overpayment  made  because  of  its  own  error, 
whether  that  amount  is  collected  from  the 
student  or  not.  The  language  of  $  190.80(a) 
has  been  clarified  in  this  final  regulation. 

Comment  Concerning  subparagraphs 
(eXl)  and  (2).  two  commenters  suggested 
that  it  should  be  possible  to  eliminate  an 
overpayment  by  adjusting  subsequent  Basic 
Grant  payments  in  the  award  period  in 
which  it  occurred  or  the  next  award  period. 

Response.  The  Commissioner  disagrees 
with  the  commenters  and  no  change  has 
been  made  In  the  regulation.  The  statute 
authorizes  a  specific  amount  of  money  to 
the  student  for  a  specific  period  of  time,  i.e.. 
a  Scheduled  Basic  Grant  award  for  an 
award  period.  Because  the  Basic  Grant 
covers  an  award  period,  it  is  permissible  to 
adjust  payments  within  the  award  period  to 
eliminate  the  overpayment.  Also,  repayment 
of  an  overpayment  (i.e.,  an  educational  debt 
from  a  previous  year)  is  not  an  allowable 
cost  in  determining  a  student's  need  for  the 
current  year. 

Comment  Concerning  subparagraph  (e) 
(3 XiD— Overpayment  on  a  Supplemental 
Grant,  two  commenters  suggested  that  the 
section  be  changed  to  "an  adjustment  in 
subsequent  financial  aid  payments  ( includ¬ 
ing  Basic  Grants)  eliminates  the  overpay¬ 
ment  in  the  same  award  period  in  which  it 
occurred  .  .  .”  This  change  would  permit  a 
Basic  Grant  to  be  reduced  to  eliminate  an 
overpayment  of  a  Supplemental  Grant 
which  had  occurred  in  the  same  award 
period. 

Response.  The  commissioner  disagrees 
with  the  commenter  and  no  change  has 
been  made  in  the  final  regulation.  The  stu¬ 
dent  is  entitled  to  a  specific  amount  under 
the  Basic  Grant  Program.  That  amount 
may  not  be  adjusted  to  repay  overpayments 
from  other  financial  aid  programs,  even  if 
the  overpayment  occurred  in  the  same 
award  period. 

Comment  Concerning  subparagraplis 
(e)(3)(ii).  (g>  (1)  and  (2).  one  commenter 
stated  that  these  sections  will  weaken  the  fi¬ 
nancial  aid  officer's  ability  to  correct  errors 
and  prevent  abuse,  and  that  these  sections 
should  be  eliminated.  Other  commenters 
thought  that  these  paragraphs  are  exces¬ 
sively  prescriptive  and  infringe  upon  institu¬ 
tional  discretion  for  handling  overpay¬ 
ments. 

Response.  The  Commissioner  disagrees 
and  no  change  has  been  made  in  the  final 
regulation.  These  provisions  do  not  weaken 
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the  aid  officer's  ability  to  prevent  abuse. 
They  do  not  require  him  to  take  action  but 
rather  increase  his/her  discretion  in  han¬ 
dling  these  kinds  of  cases.  Under  these  pro¬ 
visions  the  school  may  (not  must)  pay  a 
Basic  Grant  to  a  person  whose  SEOG  over¬ 
payment  can  be  eliminated  through  adjust¬ 
ment.  A  student  in  default  on  a  Guaranteed 
Student  Loan  may  (not  must)  be  paid  only 
if  the  Commissioner  (for  an  FISL)  or  guar¬ 
antee  agency  (for  a  GSL)  determines  that 
satisfactory  arrangements  have  been  made 
to  repay  the  loan.  A  student  in  default  on 
an  NDSL  may  (not  must)  be  paid  only  if  the 
institution  determines  that  the  student  has 
made  satisfactory  arrangements  to  repay 
the  loan.  In  all  cases,  the  institution,  the 
Commissioner  or  the  loan  guarantee  agency 
has  discretion,  and  not  the  student.  There¬ 
fore.  these  sections  will  not  weaken  the  aid 
officer's  control  but  rather  enhance  it. 

8  190.76  Frequency  of  payment. 

Comment  Two  commenters  asked  wheth¬ 
er  more  than  one  payment  is  required  if  a 
semester  is  four  months  in  length  and 
occurs  within  one  award  period. 

Response.  No.  The  commenters  are 
making  inferences  from  the  stated  rule.  The 
rule  only  covers  the  situation  where  a  por¬ 
tion  of  a  student's  academic  year  occurring 
in  one  award  period  is  less  than  three 
months.  It  does  not  cover  the  situation 
where  any  portion  of  a  student's  academic 
year  occurring  in  one  award  period  is  three 
months  or  more. 

Comment  One  commenter  asked  if  the 
lump  sum  payment  for  courses  completed 
referred  to  in  paragraph  (c)  would  include 
courses  which  were  failed? 

Response.  Yes.  As  long  as  the  student  has 
completed  the  course,  regardless  of  final 
grade,  and  did  not  withdraw  from  the  class 
before  the  end  of  the  term,  he/she  may  be 
paid  for  that  course. 

8  190.77  Verification  of  information  on  the 

SER— withholding  of  payments. 

Comment  The  vast  majority  of  com¬ 
menters  indicated  that  they  agreed  with  the 
concept  of  verification  of  information.  How¬ 
ever,  some  also  expressed  a  desire  to  have 
the  implementation  of  this  section  post¬ 
poned  for  one  year,  so  that  additional  time 
could  be  spent  studying  the  problem. 
Others  wished  that  the  verification  process 
could  be  a  pilot  program,  with  voluntary 
participation  by  individual  institutions  or 
that  schools  could  be  allowed  to  use  their 
own  systems  of  verification.  Along  this  line, 
one  commenter  suggested  that  the  Office  of 
Education's  prescribed  procedure  should  be 
used  for  those  cases  which  the  Commission¬ 
er  picks,  but  that  the  institution’s  proce¬ 
dures  could  be  used  for  other  validation 
cases  (those  the  institution  decides  to  vali¬ 
date).  Several  other  commenters,  however, 
thought  that  validation  was  unnecessary 
and  that  it  would  result  in  lower  income  stu¬ 
dents  dropping  out  of  school. 

Response.  The  Office  of  Education  consid¬ 
ers  validation  a  necessary  and  useful  tool  in 
helping  to  ensure  that  determinations  of  eli¬ 
gibility  for  Basic  Grant  assistance  are  made 
in  an  equitable  and  consistent  manner. 
While  the  institution  will  incur  additional 
responsibilities  due  to  this  section,  the  Com¬ 
missioner  does  not  believe  that  it  would  be 
advisable  to  either  postpone  what  is  almost 
universally  considered  to  be  a  very  neces¬ 
sary  aspect  of  need-based  student  aid.  or  to 
require  validation  activities  from  only  a  lim¬ 


ited  number  of  institutions.  Further,  to 
allow  each  institution  to  use  its  own  method 
of  verifying  information,  either  for  part  or 
for  all  of  its  validation  cases  would  appear 
to  be  inconsistent  with  the  formula  nature 
of  the  Basic  Grant  Program.  While  the 
Commissioner  realizes  that  the  specific  ap¬ 
plication  of  this  section  will  result  in  an  ad¬ 
ditional  responsibility  for  each  student  in¬ 
volved,  he  does  not  feel  that  it  will  over¬ 
whelm  any  student  to  the  point  that  the 
student  will  be  forced  to  withdraw  from 
school. 

Comment  Several  commenters  suggested 
that  the  documentation  of  information 
should  become  a  function  of  the  application 
process  and  that  the  necessary  verification 
should  be  accomplished  before  the  Student 
Eligibility  Report  is  mailed  to  the  student. 
One  specific  suggestion  along  these  lines 
was  that  the  Office  of  Education  should  re¬ 
quire  that  an  official  tax  form  be  sent  in 
with  each  application.  Towards  the  same 
purpose,  another  commenter  suggested  that 
legislation  allowing  an  exchange  of  informa¬ 
tion  from  the  Internal  Revenue  Service  to 
the  Office  of  Education  would  be  helpful. 

Response.  While  the  Office  of  Education 
readily  agrees  that  it  -would  be  simpler  for 
the  institutions  if  all  necessary  documenta¬ 
tion  were  to  be  provided  prior  to  the  issu¬ 
ance  of  an  SER  to  the  student,  the  offset¬ 
ting  delays  involved  with  centrally  verifying 
all  validation  cases  would  cause  a  severe 
hardship  for  the  students  involved.  The 
Commissioner  believes  that  by  spreading 
the  cases  throughout  the  universe  of  over 
6,000  eligible  institutions  which  disburse 
Basic  Grant  awards,  the  impact,  in  terms  of 
time  lost  to  the  student,  will  be  minimal. 
Further,  the  closer  scrutiny  that  an  aid  offi¬ 
cer  can  give  at  the  local  level  should  pro¬ 
duce  a  more  accurate  eligibility  index  in 
most  cases.  The  specific  suggestion  of  re¬ 
quiring  an  official  tax  form  with  each  appli¬ 
cation  is  impractical  because  some  Basic 
Grant  recipients  come  from  families  who 
have  not  filed  Federal  Income  Tax  Returns 
in  the  base  year. 

Comment  Several  commenters  thought 
that  the  Office  of  Education  should  central¬ 
ly  verify  the  pertinent  information.  Several 
of  these  individuals  also  felt  that  it  was  not 
the  role  of  the  financial  aid  officer  to  verify 
the  information.  Others,  along  these  same 
lines,  felt  that  individual  institutions  should 
be  required  to  verify  applicant  information 
only  if  a  sufficient  administrative  allowance 
was  provided  to  them. 

Response.  As  indicated  in  the  previous  re¬ 
sponse.  the  Commissioner  believes  that 
while  validation  is  necessary,  the  Office  of 
Education  should  attempt  to  inconvenience 
the  student  as  little  as  possible.  Centrally 
verifying  information  would  not  help  to 
achieve  this  goal.  Rather,  the  financial  aid 
officer,  with  his  or  her  firsthand  knowledge, 
experience,  and  direct  communication  with 
the  student,  is  in  a  much  better  position  to 
expedite  the  validation  process. 

Comment  Several  commenters  suggested 
that  different  types  of  applicants  should  be 
treated  differently.  For  example,  one  person 
thought  that  incarcerated  students  should 
not  have  to  comply  with  all  aspects  of  the 
validation  process  since  their  families  would 
be  less  likely  to  cooperate  in  providing  the 
requested  information  than  other  families. 
Others  thought  that  dependent  applicants 
with  only  non-taxable  income  from  sources 
such  as  Social  Security,  Disability  Insur¬ 
ance.  Aid  to  Families  with  Dependent  Chil¬ 
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dren,  etc.  should  not  have  to  have  their  in¬ 
formation  verified. 

Response  Due  to  the  formula  nature  of 
the  Basic  Grant  Program,  the  regulation 
treats  all  applicants  the  same.  While  the 
families  of  incarcerated  students  may  be 
less  willing  to  cooperate  than  other  families, 
other  identifiable  groups  may  also  have  spe¬ 
cial  problems.  Discretionary  judgment  in 
the  regulation  as  to  who  should  comply 
with  validation  requests  would  be  inconsist¬ 
ent  with  the  nature  of  this  program.  This 
reasoning  would  also  apply  to  dependent  ap¬ 
plicants  with  only  non-taxable  Income.  In 
addition,  it  would  not  be  desirable  to  set  up 
a  situation  where  any  applicant  could  avoid 
validation  solely  by  reporting  only  non-tax¬ 
able  income,  regardless  of  the  accuracy  of 
that  report. 

Comment  One  commenter  felt  that  there 
was  confusion  with  the  use  of  the  two  terms 
“validation”  and  “verification’*,  and  suggest¬ 
ed  that  we  choose  one  term  and  use  it  con¬ 
sistently. 

Response.  In  the  actual  regulation,  the 
word  "verification"  1$  used  consistently 
since  the  regulation  authorizes  the  Commis¬ 
sioner  or  the  institution  to  seek  documenta¬ 
tion  which  will  verify  that  information 
which  is  pertinent  to  the  calculation  of  the 
student’s  eligibility  index.  In  the  Procedures 
Handbook,  the  Office  of  Education  has 
chosen  to  use  the  term  “validation"  to  indi¬ 
cate  that  payment  of  a  Basic  Grant  may 
only  be  made  on  a  valid  SER.  In  addition, 
the  term  validation  had  been  used  previous¬ 
ly  to  encompass  similar  activities  conducted 
by  the  Office  of  Education.  The  Commis¬ 
sioner  feels  that  the  use  of  the  two  terms  in 
these  contexts  in  understandable. 

Comment  Several  commenters  suggested 
that,  when  a  discrepancy  on  the  Student 
Eligibility  Report  is  found,  the  financial  aid 
officer  should  be  able  to  recalculate  the  stu¬ 
dent’s  eligibility  index  and  pay  the  student 
accordingly.  At  a  later  date,  the  Office  of 
Education  would  verify  the  financial  aid  of¬ 
ficer’s  calculation. 

Response.  The  Commissioner  agrees  in 
part  with  this  comment.  Therefore,  8  190.77 
has  been  expanded  to  incorporate  this  con¬ 
cept  on  a  limited  basis.  Basically,  the  Com¬ 
missioner  feels  that  the  financial  aid  officer 
should  be  allowed  to  recalcualte  and  dis¬ 
burse  a  Basic  Grant  award  prior  to  the  re¬ 
ceipt  of  the  "valid”  SER  when  the  change 
from  the  original  eligibility  index  to  the 
valid  one  will  be  minimal  in  terms  of  the 
award  amount. 

Comment  Several  commenters  thought 
that  the  Office  of  Education  should  provide 
additional  authority  for  the  financial  aid  of¬ 
ficer  to  withhold  payments  from  students 
when  inaccuracies  are  suspected  but  not 
proven. 

Response.  The  Office  of  Education  feels 
that  there  is  already  ample  authorization  in 
the  current  regulation  for  withholding  of 
payment.  The  institution,  of  course,  must 
withhold  payment  when  they  have  docu¬ 
mentation  indicating  that  discrepancies 
exist  on  the  SER.  Additionally,  if  it  believes, 
but  cannot  document  that  discrepancies 
exist.  8  190.77(g)  provides  for  the  withhold¬ 
ing  of  payments  when  documentation  is  not 
available  or  is  not  provided,  if  authorized  by 
the  Commissioner. 

Comment  Section  190.77(c)  of  the  NPRM 
states,  “If  an  institution  can  document  .  .  . 
it  may  not  pay  a  Basic  Grant  .  .  .  until  the 
student  corrects  the  error  or  verifies  the 
data.”  One  commenter  felt  that  this  could 
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be  interpreted  to  require  verification  of 
100%  of  the  Basic  Grant  applicants  in  order 
to  insure  that  virtually  no  Basic  Grant  pay¬ 
ments  would  be  made  on  any  invalid  Stu¬ 
dent  Eligibility  Reports.  In  other  words, 
would  the  school  be  held  responsible  for  a 
payment  on  an  invalid  Student  Eligibility 
Report  which  it  did  not  know  was  invalid 
but  which  it  ‘  could  have  known?” 

Response.  In  response  to  the  commenter's 
confusion  about  the  wording,  the  regulation 
was  amended.  Simply  stated,  an  institution 
is  prohibited  from  making  payments  if  it 
has  documentation  at  the  institution  which 
indicates  the  information  on  the  SER  is  in¬ 
correct.  Therefore,  an  institution  would  not 
be  held  responsible  for  making  payment  on 
an  invalid  SER  if  the  only  way  it  could  have 
known  the  information  was  inaccurate  was 
to  conduct  an  investigation  of  information 
outside  the  institution. 

Comment  Several  commenters  suggested 
that  the  requirement  in  5  190.77(f)(2)  of  the 
NPRM  that  the  institution  forward  the  stu¬ 
dent's  name.  etc.  to  the  Commissioner  be 
changed.  Basically,  it  was  felt  that  this  in¬ 
formation  should  rfot  be  forwarded  when 
the  student  has  not  been  paid,  does  not 
want  to  pursue  the  validation  nor  receive 
his  or  her  grant,  and  the  institution  has  fol¬ 
lowed  all  pertinent  procedures. 

Response.  The  Commissioner  agrees  and 
will  publish  procedures  which  will  state  that 
an  unresolved  validation  case  need  not  be 
referred  to  the  Office  of  Education  if  all  of 
the  following  conditions  are  met: 

a)  the  procedures  have  been  followed. 

b)  no  payment  of  Basic  Grant  funds  has 
been  made  for  academic  year  1978-79.  and 

c)  the  student  does  not  want  to  pursue  the 
validation  and  does  not  want  to  receive  pay¬ 
ment  of  a  Basic  Grant  for  1978-79. 

The  final  regulation  has  been  amend¬ 
ed  to  reflect  this  change. 

Comment  Several  commenters  expressed 
concern  about  §  190.77(g)(2)  of  the  NPRM. 
One  felt  that  the  provisions  of  this  section 
would  allow  a  student  to  receive  more  than 
he  or  she  was  entitled  to.  while  several 
others  wanted  the  financial  aid  officer  to  be 
able  to  determine  whether  a  Student  Eligi¬ 
bility  Report  submitted  after  the  appropri¬ 
ate  deadline  was  so  submitted  due  to  a  delay 
caused  by  the  verification  process  for  which 
the  applicant  was  not  principally  responsi¬ 
ble.  In  such  a  case,  it  was  suggested  that  the 
financial  aid  officer  would  pay  the  student 
the  entire  amount  based  on  the  valid  Stu¬ 
dent  Eligibility  Report. 

Response.  This  regulation  was  written  to 
ensure  that  the  student  would  receive  only 
the  amount  to  which  he  or  she  was  entitled. 
It  will  accomplish  this  since  the  student  will 
be  paid  his  or  her  Basic  Grant  based  upon 
the  correct  eligibility  index  when  the  valid 
SER  is  submitted  on  time.  Of  course,  if  the 
student  supplies  the  documentation  in  a 
timely  fashion,  and  that  documentation 
verifies  the  data  on  the  original  SER.  then 
the  student  will  have  already  submitted  a 
valid  SER  to  the  school.  In  that  case,  there 
will  not  be  a  problem  with  the  deadline 
date.  If.  however,  the  verification  process 
results  in  a  corrected  SER.  and  that  correct¬ 
ed  (valid)  SER  is  submitted  after  the  dead¬ 
line.  the  student  will,  at  the  time  the  valid 
SER  is  submitted,  be  eligible  for  payment. 
The  deadline  date  for  submission  of  a  valid 
SER  will  be  waived  for  such  a  student  be¬ 
cause  of  the  validation  process.  However, 
the  amount  that  the  student  will  be  entitled 


to  will  be  limited  to  the  amount  that  he  or 
she  would  have  received,  calculated  on  the 
SER  which  was  submitted  prior  to  the  dead¬ 
line  date.  This  limited  exception  to  the 
deadline  date  is  put  into  the  regulations 
since  the  Office  of  Education  feels  that  the 
student  should  not  be  penalized  by  the 
deadline  when  the  Basic  Grant  Program  re¬ 
quired  a  procedure  which  caused  the  delay 
in  the  submission  of  the  SER.  On  the  other 
hand,  the  Commissioner  feels  that  such  a 
student  should  not  receive  an  additional 
benefit  that  other  students  do  not  receive. 
Thus,  since  the  student  had  supplied  the 
original  information  and  had  submitted  the 
original  SER  upon  which  he  or  she  expected 
to  be  paid,  he  or  she  should  not  benefit  by 
an  increase  in  that  expected  award  unless 
the  corrected  (valid)  SER  is  submitted  prior 
to  the  deadline.  This  same  rule  would  apply 
to  any  student  whether  he  or  she  was  te- 
quired  to  comply  with  validation  procedures 
or  not.  Consequently,  $  190.77(h)(2)  states 
that  such  a  student  may  be  paid  his  or  her 
Basic  Grant  based  on  a  vaiid  SER.  but  may 
receive  only  up  to  the  amount  previously 
withheld,  i.e.,  the  amount  the  student  would 
have  received  from  the  original  SER. 

Comment  One  commenter  suggested  that 
$  190.77(gX3Xiii)  of  the  NPRM  should  limit 
to  one  award  period,  the  period  of  time  for 
which  the  Office  of  Education  would  not 
process  a  recalcitrant  applicant's  future  ap¬ 
plications. 

Response.  The  Office  of  Education  feels 
that  if  a  student  does  not  provide  requested 
documentation  (as  the  student  indicated  he 
or  she  would  when  he  or  she  signed  the  ap¬ 
plication).  the  student  should  be  prohibited 
from  applying  for  future  Basic  Grants  until 
the  documentation  has  been  provided  or  the 
Commissioner  decides  that  there  is  no 
longer  a  need  for  that  documentation.  This 
provision  is  expected  to  provide  added  in¬ 
centive  for  a  student  to  comply  with  the  re¬ 
quest  for  documentation.  Limiting  the 
period  of  time  to  one  award  period  would,  of 
course,  limit  the  Commissioner’s  flexibility 
in  such  matters  and  would  probably  be  too 
weak  to  be  effective  as  an  incentive. 

Comment  Several  commenters  felt  that 
the  Office  of  Education  should  include  the 
complete  validation  procedure  (as  published 
In  the  Validation  Procedures  Handbook)  in 
the  Notice  of  Proposed  Rulemaking,  and 
that  public  comment  should  be  solicited  on 
the  specific  procedures.  Along  these  same 
lines,  several  commenters  suggested  that 
the  precise  responsibilities  of  the  Commis¬ 
sioner,  the  institution,  and  the  student 
should  be  delineated  in  the  Federal  Regis¬ 
ter. 

Response.  The  commenters’  suggestion 
was  not  adopted.  The  Validation  Handbook 
merely  sets  forth  procedures  that  institu¬ 
tions  are  to  follow  in  verifying  information 
submitted  by  an  applicant.  As  such  the 
Commissioner  did  not  believe  it  necessary  to 
publish  the  handbook  as  part  of  the  Notice 
of  Proposed  Rulemaking.  The  Commission¬ 
er  will,  however,  publish  various  specialized 
procedures  in  the  Federal  Register.  More¬ 
over.  the  Commissioner  welcomes  comments 
and  suggestions  about  the  procedures  con¬ 
tained  in  the  Handbook  that  will  result  in 
the  improvement  of  the  validation  effort. 

Comment  Several  commenters  were  con¬ 
cerned  that  some  schools  (community  col¬ 
leges  for  example)  might  receive  a  dispro¬ 
portionately  large  share  of  the  Office  of 
Education's  requests  for  validation.  And 
some  suggested  that  there  should  be  some 


assurance  that  no  one  school  would  have 
more  than  10%  of  its  Basic  Grant  recipients 
picked  for  validation  by  the  Commissioner. 

Response.  While  the  Commissioner  does 
not  expect  that  any  one  school  or  type  of 
school  will  receive  an  unusually  large  share 
of  requests  for  validation,  he  does  not  feel 
that  it  would  be  appropriate  in  the  regula¬ 
tion  to  limit  the  number  of  people  who.  by 
location  or  any  other  factor,  could  have 
their  SER's  verified.  Since  the  whole  pur¬ 
pose  of  this  section  is  to  help  ensure  that 
Basic  Grant  assistance  is  indeed  based  on 
accurate  information,  the  Office  of  Educa¬ 
tion  would  not  want  to  be  restricted  by  arbi¬ 
trary  parameters  from  verifying  the  data  of 
any  particular  applicant.  Further,  since  the 
institution  the  student  attends  may  not  be 
known  by  the  Commissioner  at  the  time  the 
application  is  submitted,  the  student’s  insti¬ 
tution  cannot  be  a  relevant  factor  in  deter¬ 
mining  whether  he  or  she  will  be  selected 
for  validation. 

Comment  Several  commenters  also  ad¬ 
dressed  topics  related  to  the  actual  mechan¬ 
ics  of  the  validation  process.  Such  points  as 
the  tolerance  level  that  should  be  used,  the 
potential  problem  of  securing  cooperation 
from  public  agencies  (Social  Security.  Wel¬ 
fare.  etc.),  and  the  need  to  verify  supple¬ 
mental  applications  were  highlighted. 

Response.  Since  these  questions  pertain  to 
the  mechanics  of  the  process,  as  opposed  to 
specific  points  in  the  regulatioh  itself,  they 
will  not  be  addressed  here  but  rather  will  be 
forwarded  to  the  Validation  staff  for  study. 

5  190.78  Method  of  disbursement— by  check 

or  credit  to  a  student's  account 

Comment  Several  commenters  thought 
that  §  190.78(b)(1)  of  the  NPRM  was  in  con¬ 
flict  with  subparagraphs  (b)(2)  and  (b)(3). 
Subparagraph  (b)(1)  stated  that  no  pay¬ 
ment  may  be  made  until  the  student  is  reg¬ 
istered;  subparagraph  (b)(2)  stated  that  the 
earliest  a  direct  payment  may  be  made  is  10 
days  before  the  first  day  of  classes;  subpara¬ 
graph  (b)(3)  stated  that  the  earliest  a  pay¬ 
ment  can  be  credited  is  3  weeks  before  the 
first  day  of  classes. 

Response.  The  regulation  has  been  clari 
fied  to  indicate  that  a  student  must  always 
be  registered  to  be  eligible  for  payment. 

Comment  Several  commenters  suggested 
that  the  Office  of  Education  should  modify 
$  190  78(b)  to  allow  each  institution  to  use 
its  own  judgment  as  to  when  it  disburses 
funds  to  the  student  (within  a  payment 
period).  The  general  feeling  expressed  in 
these  comments  was  that  it  is  often  desir¬ 
able  to  disburse  funds  earlier  than  either 
the  three  week  or  ten  day  limitation.  Addi¬ 
tionally.  some  of  these  comments  indicated 
that  the  Office  of  Education  should  distin¬ 
guish  between  a  credit  to  the  student's  ac¬ 
count  which  involves  an  actual  transfer  of 
funds  and  a  notation  of  a  commitment  to 
that  account  which  indicates  that  a  transfer 
of  funds  will  be  made  at  a  later  time.  Still 
others  thought  that  if  the  Office  of  Educa¬ 
tion  keeps  §  190.78(c),  then  it  should  not 
matter  how  soon  funds  are  disbursed  to  a 
student  as  a  credit  to  his  or  her  account. 

Response.  §  190.78(b)(1)  establishes  the 
principle  that  a  student  must  be  registered 
for  a  payment  period  before  he  or  she  can 
be  paid  for  that  payment  period.  Since  Basic 
Grant  funds  are  intended  to  be  used  by  a 
student  for  educational  expenses  related  to 
his  or  her  attendance  at  an  institution,  this 
seems  to  be  a  reasonable  limitation.  Howev¬ 
er.  when  a  student  "registers''  for  a  pay- 
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ment  period  as  much  as  several  months  in 
advance,  the  certainty  that  he  or  she  will 
actually  attend  that  period  decreases.  Thus, 
sections  190.78  (b)(2)  and  (bX3)  have  been 
added  to  lessen  the  likelihood  of  disbursing 
funds  for  a  student  who  will  not  actually 
commence  attendance,  while,  at  the  same 
time,  allowing  the  institution  some  flexibil¬ 
ity  to  disburse  money  that  might  be  needed 
sometime  prior  to  the  first  day  of  classes. 
When  this  regulation  addresses  the  question 
of  a  credit  to  the  student's  account,  it 
should  be  understood  that  that  means  an 
actual  disbursement  of  Basic  Grant  funds. 
Thus,  the  limitation  of  “.  .  .  .  Three  weeks 
beofe  the  first  dav  of  classes  .  .  refers  to 
an  actual  transfer  of  Basic  Grant  funds.  An 
institution  may.  of  course,  note  on  the  stu¬ 
dent's  account  that  a  specific  amount  of 
Basic  Grant  funds  will  be  transferred  to 
that  account  at  a  later  date.  An  actual  dis¬ 
bursement  is  not  being  made  under  this  pro¬ 
cedure  and  could  not  be  made  until  the  time 
specified  in  the  regulation. 

The  Commissioner  feels  that  these  limita¬ 
tions  ensure  that  Basic  Grant  funds  are  dis¬ 
bursed  in  and  for  the  period  for  which  they 
are  intended. 

Comment.  Several  commenters  suggested 
that  §  190.78(b)(1)  be  changed  from  "regis¬ 
tered"  to  "accepted  for  enrollment.” 

Response.  The  Commissioner  disagrees. 
For  reasons  outlined  in  the  previous  com¬ 
ment,  the  Commissioner  feels  that  this  pro¬ 
vision  is  quite  reasonable  and  does  not  wish 
to  liberalize  it  further. 

Comment.  Several  commenters  suggested 
that  we  clarify  §  190.78(b)(3)  by  adding  the 
words  "to  the  student's  account”  after  the 
word  "credited.” 

Response.  The  Commissioner  agrees  and 
the  wording  has  been  added. 

Comment  Several  commenters  suggested 
that  the  Office  of  Education  add  a  section 
to  §  190.78  which  would  mandate  that  the 
institution  pay  a  Basic  Grant  within  a  cer¬ 
tain  number  of  days  from  the  beginning  of 
classes. 

Response.  The  recommendation  has  not 
been  adopted.  The  Commissioner  feels  that 
flexibility  should  be  allowed  to  accommo¬ 
date  various  types  of  institutional  proce¬ 
dures. 

Comment  Several  commenters  expressed 
concern  about  the  ramifications  of  what  was 
§  190.78(c)  in  the  proposed  rules.  The  major¬ 
ity  of  these  commenters  indicated  that  it 
would  be  next  to  impossible  for  schools  to 
comply  with  this  requirement.  While  many 
of  these  same  commenters  agreed  that  the 
student  should  be  informed  that  his. or  her 
grant  would  be  paid  as  a  credit  to  his  or  her 
account,  they  did  not  feel  that  it  was  neces¬ 
sary  for  the  student  to  know  the  exact  time 
that  such  a  transaction  would  take  place,  es¬ 
pecially  in  view  of  the  fact  that  the  institu¬ 
tion  might  be  unable  to  determine  in  ad¬ 
vance  exactly  when  such  a  transaction 
would  be  possible. 

Response.  The  Commissioner  agrees  and 
has  deleted  what  was  §  190.78(c)  in  the  pro¬ 
posed  rules.  Section  190.78(a),  however,  has 
been  expanded  slightly  to  require  not  only 
that  the  institution  inform  the  student  how 
he  or  she  will  be  paid,  but  also  how  much 
money  he  or  she  can  expect.  The  Commis¬ 
sioner  feels  that  these  requirements  will  not 
be  unduly  difficult  for  the  institution,  while 
at  the  same  time,  they  will  provide  the  stu¬ 
dent  with  the  information  that  he  or  she 
may  need.  The  specific  disbursements 
(times  and  amounts)  should,  of  course,  be 


readily  identifiable  from  the  institution's 
records. 

Comment  One  commenter  suggested  that 
a  new  section  should  be  added  to  §  190.78 
which  would  allow  the  Commissioner  to  ter¬ 
minate  the  eligibility  of  an  institution 
which  defrauded  a  student. 

Response.  The  Commissioner  feels  that 
adequate  authority  already  exists  for  a  ter¬ 
mination  of  the  Regular  Disbursement 
System  Agreement  in  such  a  situation 
(§  190.73(a)).  Actual  termination  of  institu¬ 
tional  eligibility  for  any  or  all  Title  IV  Pro¬ 
grams  Is  covered  in  the  Limitation,  Suspen¬ 
sion,  and  Termination  regulations  (45  CFR 
168,  Subpart  R).  Institutional  misrepresen¬ 
tation  regarding  the  nature  of  its  programs, 
its  financial  charges,  or  the  employability  of 
its  graduates  is  covered  in  the  proposed  reg¬ 
ulations  on  Fiscal  and  Administrative 
Standards  (45  CFR  168)  published  on 
August  10,  1978. 

Comment  Several  commenters  objected  to 
the  inclusion  of  students  who  "unofficially 
withdraw”  in  §  190.78(d).  Their  concern  was 
that  schools  would  not  know  if  a  student 
"unofficially  withdrew”  since  their  instruc¬ 
tors  did  not  take  attendance.  Others 
thought  that  the  students  should  be  respon¬ 
sible  for  returning  the  funds  in  situations  of 
withdrawal  or  expulsion  (some  limited  this 
comment  only  to  withdrawal^)  before  the 
first  day  of  class.  And,  others  thought  that 
the  individual  institution  ought  to  be  able 
to  follow  its  own  guidelines  and  refund 
policy  in  determining  if  any  funds  should  be 
returned  to  the  Basic  Grant  account. 

Response.  "Unofficial  withdrawal”  refers 
to  situations  where  the  student  leaves  the 
institution  without  completing  official  with¬ 
drawal  procedures.  This  provision  does  not 
require  institutions  to  change  current  proce¬ 
dures  for  withdrawing  students.  Rather,  the 
institution  determines  to  the  best  of  its  abil¬ 
ity  the  date  on  which  the  student  left  the 
institution. 

Since  the  purpose  of  the  Basic  Grant  pro¬ 
gram  is  to  provide  financial  assistance  for 
the  pursuit  of  postsecondary  education,  the 
Commissioner  feels  that  disbursements 
should  not  be  made  if  a  student  does  not 
even  begin  to  attend  his  or  her  classes,  but 
rather  withdraws,  from  his  or  her  education¬ 
al  pursuit  prior  to  the  beginning  of  a  term. 
Further,  the  early  disbursement  of  funds  to 
a  student  (either  as  a  credit  or  as  a  direct 
disbursement)  authorized  in  $  190.78(b)  is 
provided  for  institutional  administrative 
convenience  and,  of  course,  for  the  benefit 
of  the  student.  If  the  student  never  attends 
classes,  the  whole  basis  for  making  the  dis¬ 
bursement  is  negated.  For  this  reason  the 
institution’s  refund  policy  would  not  be  ap¬ 
plicable  in  such  a  situation.  If  an  institution 
chooses  to  disburse  early  (prior  to  the  begin¬ 
ning  of  classes),  it  must  be  able  to  determine 
whether  or  not  a  student  begins  classes  in 
order  to  comply  with  this  regulation. 

Comment  Several  commenters  expressed 
concern  that  under  $  190.78(c),  they  would 
incur  expenses  in  the  processing  of  grants 
for  those  applicants  who  withdrew  or  were 
expelled  before  the  first  day  of  class  but 
they  would  be  unable  to  collect  the  adminis¬ 
trative  allowance  for  them. 

Response.  Section  190.10(a)  authorizes  an 
administrative  cost  allowance  for  each  stu¬ 
dent  who  receives  a  Basic  Grant.  Thus, 
when  a  student  withdraws  or  is  expelled 
before  the  first  day  of  classes,  and  all  Basic 
Grant  funds  are  returned  to  the  Basic 
Grant  account,  according  to  5  190.78(c),  no 


administrative  allowance  would  be  paid  for 
that  student.  It  is  not  anticipated  that  any 
institution  would  have  many  students  who 
would  withdraw  or  be  expelled  prior  to  the 
first  day  of  classes  and  who  could  also  have 
had  Basic  Grant  funds  disbursed  to  them 
which  would  then  have  to  be  returned.  In 
order  to  avoid  the  possibility  of  incurring 
unrecoverable  processing  costs  in  such  an 
instance,  the  institution  may  choose  to  post¬ 
pone  making  disbursements  until  the  stu¬ 
dent  begins  attending  classes. 

Comment  Several  commenters  suggested 
under  §  190.78(d)(2),  that  the  time  that  the 
school  should  have  to  hold  the  student’s 
check  should  be  considerably  shorter  than 
“15  days  after  the  last  date  ...  of  the  stu¬ 
dent's  enrollment  for  that  award  period.” 
While  some  commenters  suggested  specific 
substitutes  others  thought  that  each  school 
should  be  allowed  to  use  its  discretion  in  the 
matter.  Some  of  these  commenters  cited  po¬ 
tential  problems  in  reporting  and  record¬ 
keeping  under  this  rule.  Many  of  these  com¬ 
menters  also  thought  that  the  overriding 
principle  ought  to  center  around  the  con¬ 
cept  of  student  responsibility  in  this  matter. 
On  the  other  hand,  a  few  commenters 
thought  that  the  institution  should  have  to 
hold  the  student's  check  for  a  longer  period 
of  time  than  is  set  forth  in  the  Notice  of 
Proposed  Rulemaking.  In  addition,  some  of 
these  felt  that  the  institution  should  have 
to  send  the  student  a  certified  letter  notify¬ 
ing  him  or  her  of  the  impending  forfeiture 
of  the  grant  10  days  prior  to  the  effective 
date  of  that  forfeiture.  Also,  a  great  many 
of  the  commenters  indicated  that  it  Is  im¬ 
practical  to  keep  a  specific  check  for  a 
period  of  time  beyond  30  or  60  days.  They 
suggested  instead  that  the  original  could  be 
destroyed,  and  a  replacement  could  be  re¬ 
issued. 

Response.  This  regulation  was  written  in 
response  to  a  number  of  inquiries  from  stu¬ 
dents  that  the  Office  of  Education  has  re¬ 
ceived  in  the  past  related  to  their  problems 
in  receiving  their  Basic  Grant  checks.  The 
Commissioner  feels  that  both  the  institu¬ 
tion's  administrative  convenience  and  the 
student’s  entitlement  should  be  considered 
in  this  area.  Thus,  the  regulation  attempts 
to  achieve  a  compromise  between  these  two, 
sometimes  conflicting,  goals.  While  the  stu¬ 
dent  certainly  must  exercise  responsibility 
in  this  area,  the  institution  must  be  some¬ 
what  flexible  in  order  to  be  responsive  to 
unusual  circumstances.  Fifteen  days  after 
the  last  date  of  the  student’s  enrollment  in 
the  award  period  appears  to  be  reasonable 
for  both  parties.  However,  the  Commission¬ 
er  does  not  feel  that  the  institution  should 
have  to  engage  in  extraordinary  measures 
(such  as  the  mailing  of  certified  letters)  to 
inform  the  student  about  an  impending  for¬ 
feiture  of  a  check.  And,  of  course,  an  institu¬ 
tion  may  cancel  any  check  and  reissue  a  du¬ 
plicate  rather  than  hold  the  original  check, 
if  it  chooses  to  do  so. 

Comment  One  commenter  suggested  that 
the  word  "may”  in  $  190.78(d)(3)  should  be 
changed  to  “shall”  since  subparagraph 
(eX4)  addresses  itself  to  a  forfeiture  of  "any 
remaining  Basic  Grant  payment”  if  the 
check  has  not  been  picked  up  within  the 
specified  time  period. 

Response.  The  Office  of  Education  does 
not  feel  that  such  a  change  is  necessary. 
The  institution,  under  8 190.78(d)(3),  has 
the  option  of  crediting  the  students  account 
for  any  amount  owed  if  the  student  has  not 
picked  up  the  check  in  time.  Under  subpara- 
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graph  (dX4),  the  student  forfeits  any  re¬ 
maining  Basic  Grant  payments.  The  words 
"any  remaining  Basic  Grant  payments,"  in 
subparagraph  (dX4)  would  take  into  consid¬ 
eration  a  school's  action  under  subpara¬ 
graph  (dX3).  A  change  to  “shall"  from 
“may”  would  mandate  an  action  that  most 
institutions  will  choose  anyway,  but  which 
should  be  their  option. 

Comment  One  commenter  suggested  that 
the  Office  of  Education  add  a  new  section  to 
g  190.78  which  would  state  that  the  student 
has  a  limited  time  period  to  contest  the 
school's  calculation  of  his  award. 

Response.  Since  the  Basic  Grant  is  based 
on  an  entitlement  concept,  the  Commission¬ 
er  feels  that  a  student  should  not  be  denied 
what  is  due  to  him  or  her  if  a  mistake  is 
made  by  either  the  Office  of  Education  or 
an  institution.  Thus,  a  limited  time  period 
to  contest  a  school’s  calculation  will  not  be 
mandated  by  regulations. 

Comment  One  commenter  suggested  that 
a  new  section  should  be  added  to  §  190.78 
which  would  allow  an  institution  to  use  an 
incarcerated  student’s  Basic  Grant  to  cover 
all  legitimate  expenses  accrued  by  the  stu¬ 
dent  in  the  event  that  the  incarcerated  stu¬ 
dent  cannot  continue  his  or  her  educational 
program  at  the  institution  either  because  he 
or  she  was  transferred  from  one  correction¬ 
al  facility  to  another,  or  because  he  or  she 
had  his  or  her  education  interrupted  by  a 
correctional  facility  decision. 

Response.  Sections  190.76,  190.64,  190.65, 
and  190.66  establish  the  requirements  for 
the  frequency  and  the  calculation  of  pay¬ 
ments  which  must  be  made  for  a  student. 
Any  student  may,  for  a  variety  of  reasons, 
interrupt  his  or  her  education  at  a  point 
when  he  or  she  still  owes  money  to  the  insti¬ 
tution.  The  Commissioner  does  not  feel  that 
it  would  be  appropriate  to  single  out  incar¬ 
cerated  students  in  this  regard  and  allow 
Basic  Grant  payments  to  them  which  would 
not  be  allowed  to  other  students. 

$  190.79  Affidavit  of  Educational  Purpose 

Comment  While  several  commenters  sug¬ 
gested  that  all  of  §  190.79  be  dropped  from 
the  regulations,  the  majority  of  commenters 
suggested  two  changes.  First,  they  suggest¬ 
ed  that  the  word  “notarized”  be  dropped, 
and  second,  they  suggested  that  the  affida¬ 
vit  be  incorporated  on  the  application  form. 
In  addition,  related  to  the  notarization 
function,  one  commenter  suggested  that  the 
Office  of  Education  define  the  term  “re¬ 
cruit”  used  in  §  190.79(c). 

Response.  The  regulation  was  not 
charged.  Section  498  of  the  Higher  Educa¬ 
tion  Act  of  1965.  as  amended  (20  U.S.C. 
1088g),  requires  the  student  to  sign  an  affi¬ 
davit.  An  affidavit  is  a  written  statement 
made  under  oath  or  affirmation  before  a 
notary  public  or  other  person  authorized 
under  State  law  to  administer  such  an  oath 
or  affirmation.  Since  the  affidavit  is  re¬ 
quired  for  all  Title  IV  programs,  the  institu¬ 
tion  is  the  logical  place  for  the  student  to 
complete  this  requirement.  Thus,  incorpo¬ 
rating  the  affidavit  on  the  application 
would  not  be  a  viable  alternative.  Concern¬ 
ing  the  last  portion  of  the  comment,  the 
Commissioner  intends  the  term  “recruit”  to 
be  used  in  its  normal  context  and  does  not 
feel  that  a  special  definition  of  the  word  is 
necessary. 

Comment  One  commenter  suggested  that 
the  word  “form”  in  §  190.79(a)  be  changed 
to  "format.”  This,  it  was  felt,  would  accom¬ 
plish  two  things.  First,  institutions  could  in- 
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corporate  the  required  wording  on  other  in¬ 
stitutional  documents  rather  than  on  a  sep¬ 
arate  form.  Second,  if  change  in  the  word¬ 
ing  is  mandated  by  the  Office  of  Education, 
institutions  would  have  more  flexibility  in 
form  design  and  would  be  able  to  respond 
quicker  with  their  own  document  rather 
than  wait  for  the  "approved  form”  of  the 
Commissioner. 

Response.  The  word  “form”  does  not 
mean  an  OE  approved  document,  but  rather 
that  the  wording  of  the  affidavit  is  the  same 
as  the  wording  prescribed  by  the  statute. 
Under  the  current  regulation,  the  institu¬ 
tion  has  the  option  of  incorporating  the  af¬ 
fidavit  into  another  institutional  form  (for 
example,  an  award  letter)  if  it  chooses. 

5  190.80  Recovery  of  Overpayments 

Comment  Several  commenters  indicated 
that  the  term  “reasonable”  in  (190.80(b)(1) 
is  not  precise  enough.  Some  of  them  sug¬ 
gested  that  the  Office  of  Education  define 
what  is  meant  by  “a  reasonable  effort.” 

Response.  The  Commissioner  feels  that 
the  term  reasonable,  although  not  precise  in 
nature,  does  have  a  readily  understood 
meaning.  The  Commissioner  does  not  feel 
that  specific  procedures  should  be  estab¬ 
lished  in  this  area,  since  various  situations 
might  call  for  different  action  on  the  part 
of  the  institution. 

Comment  One  commenter  suggested  that 
the  Office  of  Education  add  a  section  to 
§  190.80  which  would  provide  (possibly  on 
the  progress  report)  a  mechanism  for  carry¬ 
ing  over  payments  due  and  recoveries  from 
prior  award  periods  similar  to  provisions  for 
the  National  Direct  Student  Loan  Program. 

Response.  Basic  Grant  funds  are  appropri¬ 
ated  yearly  and  are  intended  by  Congress  to 
be  used  for  a  specific  purpose  in  a  specified 
time  period.  The  National  Direct  Student 
Loan  Program,  of  coarse,  makes  use  of  a 
continuing  revolving  fifhd  and,  therefore, 
the  situation  is  not  similar.  Thus,  as  is  pres¬ 
ently  being  done,  overpayments  recovered 
by  the  institution  must  be  deposited  in  the 
appropriate  Basic  Grant  Account,  or  re¬ 
turned  to  the  Office  of  Education  if  that  ac¬ 
count  is  no  longer  open  at  the  school. 

Comment  Several  commenters  suggested 
that  in  S  190.80,  the  Office  of  Education 
should  establish  some  sort  of  incentive  for 
the  institutions.  For  example,  one  person 
suggested  that  there  should  be  a  monetary 
compensation  for  the  institution  if  it  recov¬ 
ers  overpayments  which  resulted  from  non- 
institutional  errors.  Another  suggested  that 
the  schools  should  be  able  to  use  “recovered 
funds”  for  their  campus-based  programs. 

Response.  Regarding  the  latter  suggestion, 
as  indicated  in  the  previous  response,  Basic 
Grant  funds  are  appropriated  by  Congress 
for  a  specific  purpose.  Thus,  recovered 
funds  from  this  program  can  not  be  used  for 
other  programs.  And,  implementation  of  the 
former  suggestion  would  require  an  amend¬ 
ment  to  the  statute  and  a  separate  appropri¬ 
ation  from  Congress  for  that  purpose. 

Comment  One  commenter  suggested  that, 
in  order  to  facilitate  compliance  with 
§  190.80(bX2),  the  Office  of  Education 
should  provide  official  forms. 

Response.  The  Commissioner  docs  not  feel 
that  an  official  form  for  such  a  purpose  is 
necessary.  To  comply  with  this  section,  the 
institution  could  simply  write  a  letter  to  the 
Commissioner  containing  the  appropriate 
information. 


g  190.81  Recalculation  of  a  Basic  Grant 

award. 

Comment  Several  commenters  suggested 
that  under  g  190.81(b),  recalculation  should 
be  mandatory.  On  the  other  hand,  one  com¬ 
menter  indicated  that  she  was  happy  with 
this  section,  since  it  provides  an  opportunity 
for  each  institution  to  develop  its  own 
policy  in  this  area.  The  commenter,  howev¬ 
er,  wondered  whether  the  institution's 
policy  had  to  be  written. 

Response.  The  Commissioner  does  not  feel 
that  a  recalculation  (under  g  190.81(b)) 
should  be  mandatory.  If  the  school  does  opt 
for  such  a  policy,  it  would  have  to  be  con¬ 
sistently  applied  to  all  students  and  should 
be  available  to  students  in  writing  as  part  of 
the  terms  and  conditions  of  financial  aid 
programs  outlined  under  the  provisions  of 
the  Student  Consumer  Information  Regula¬ 
tions. 

Comment  Several  commenters  thought 
that  the  language  in  g  190.81(a)(3)  appeared 
to  be  both  permissive  and  mandatory.  <“.  .  . 
The  student's  Basic  Grant  .  .  .  must  be  ad¬ 
justed.  Where  possible,  the  adjustment  must 
be  made  within  the  same  award  period.” 
(Emphasis  added)).  They,  therefore,  were 
unsure  as  to  the  Office  of  Education's 
intent  with  this  portion  of  the  regulations. 

Response.  There  is  not  a  conflict  with  the 
present  language  of  g  190.81(a)(3),  Under 
the  condition  stated  there,  the  student’s 
Basic  Grant  must  be  adjusted.  Even  though 
it  will  not  always  be  possible  to  make  the 
adjustment  in  the  same  award  period,  the 
adjustment  must  still  be  made.  The  regula¬ 
tion  does  however  state  that  where  possible 
the  adjustment  must  be  made  within  the 
same  award  period.  An  example  of  a  situa¬ 
tion  where  the  adjustment  could  not  be 
made  in  the  same  award  period  would  be 
where  a  correction  necessitated  by  g  190.77 
was  processed  late  in  the  award  period  in 
question,  or  early  in  the  subsequent  award 
period. 

Comment  Several  commenters  also 
thought  that  gl90.81(aXl)  should  be  ex¬ 
panded  to  indicate  under  what  circum¬ 
stances  and  within  what  time  frame  the  re¬ 
quired  action  (the  recalculation  of  the  stu¬ 
dent’s  award)  would  have  to  be  taken.  Sev¬ 
eral  of  these  commenters  also  stated  that 
the  term  “eligibility  index”  should  be  used 
in  place  of  the  term  "expected  family  con¬ 
tribution.” 

Response.  The  regulation’s  intent  is  to  in¬ 
dicate  that  the  institution  must  recalculate 
the  student's  award  whenever  the  student's 
eligibility  index  has  changed.  The  circum¬ 
stances  under  which  recalculation  must  be 
made  are  set  forth  in  subparagraphs  (aX2) 
and  (3)  of  this  section.  As  to  the  time  frame 
involved,  the  provisions  of  g  190.61  would  be 
applicable  here  as  they  would  in  any  other 
situation  unless  otherwise  noted. 

For  the  Basic  Grant  Program,  the  terms 
“eligibility  index”  and  "expected  family 
contribution”  are  synonymous.  In  the  inter¬ 
est  of  consistency  the  term  "expected 
family  contribution”  will  be  kept, 
g  190.82  Fiscal  control  and  fund  accounting 

procedures. 

Comment  A  number  of  commenters  sug¬ 
gested  that  the  requirement  for  maintaining 
a  separate  account  tor  Federal  funds  (found 
in  g  190.82)  was  unnecessary  and  burden¬ 
some  for  institutions.  Further,  some  of 
these  commenters  thought  that  this  re¬ 
quirement  was  in  conflict  with  other  pro¬ 
gram  regulations  as  well  as  with  informa¬ 
tion  previously  disseminated  by  the  Office 
of  Management  and  Budget.  As  an  alterna- 
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tive  to  this  requirement,  some  people  sug¬ 
gested  that  "problem  schools”  be  treated  as 
an  exception,  but  that  most  institutions 
should  simply  be  allowed  to  maintain  sepa¬ 
rate  ledgers  to  accomplish  the  same  pur¬ 
pose.  On  the  other  hand,  several  com- 
menters  thought  that  the  requirement  was 
an  excellent  idea,  and  that  it  would  alleviate 
problems  which  have  been  encountered  in 
the  past  with  some  schools  when  Federal 
and  institutional  funds  have  been  kept  in  a 
single  account.  One  commenter  suggested 
that  the  bank  should  be  notified  in  writing 
that  federal  funds  are  deposited  in  the  ac¬ 
count,  or  that  the  name  of  the  account 
should  indicate  that  federal  funds  are  de¬ 
posited  there.  This  requirement  would  be 
identical  to  one  which  has  been  in  the  regu¬ 
lations  for  the  campus-based  programs  for 
several  years.  However,  several  commenters, 
although  agreeing  that  the  requirement  was 
an  excellent  idea,  suggested  that  it  did  not 
belong  in  the  Basic  Grant  regulations  since 
it  pertained  to  all  Title  IV  programs.  They, 
therefore,  suggested  that  it  should  be  de¬ 
leted  from  this  regulation  package  and  in¬ 
corporated  into  the  proposed  regulations  for 
Fiscal  and  Administrative  Standards  which 
were  published  as  a  Notice  of  Proposed 
Rulemaking  on  August  10,  1978. 

Response.  Because  of  the  generally  nega¬ 
tive  reaction  to  the  requirement  for  a  sepa¬ 
rate  bank  account  for  Title  IV  funds  which 
was  included  in  $  190.82  of  the  NPRM  and  in 
the  proposed  regulations  for  Fiscal  and  Ad¬ 
ministrative  Standards,  published  on 
August  10,  1978,  the  separate  account  re¬ 
quirement  has  not  been  included  in  the 
final  regulations.  Rather,  $  190.82  contains 
the  same  requirement  that  is  included  in 
the  regulations  for  the  campus-based  pro¬ 
grams,  i.e.,  a  separate  bank  account  is  not 
required,  however,  the  institution  must 
notify  its  bank  of  the  accounts  in  which  it 
has  deposited  Federal  funds. 

Comment  Several  commenters  suggested 
that  although  the  requirement  for  validity 
of  all  information  submitted  by  the  institu¬ 
tion  is  included  in  the  terms  of  agreement, 
such  a  statement  reiterating  this  require¬ 
ment  should  be  included  in  $  190.82. 

Response.  The  Commissioner  feels  that 
adequate  authorization  for  requirements  in 
this  area  can  be  found  in  §  190.72  and 
$  190.92. 

Comment  One  commenter  thought  that 
the  wording  of  §  190.82  ("Funds  received 
•  •  •  under  this  part  are  held  in  trust  for 
the  intended  student  beneficiaries  and  may 
not  be  used  •  •  •  for  any  other  purpose”) 
precludes  the  use  of  an  administrative  ex¬ 
pense  allowance  and,  thus,  should  be 
changed. 

Response.  The  Commissioner  agrees  and 
the  final  regulation  has  been  clarified. 

§  190.83  Maintenance  and  retention  of  rec¬ 
ords. 

Comment  Regarding  the  maintenance  of 
records,  several  commenters  suggested  that 
in  §  190.83(a)(1)  the  Office  of  Education 
change  the  wording  from  “The  eligibility  of 
all  enrolled  students  who  have  applied  for 
Basic  Grants”  to  “the  eligibility  of  all  en¬ 
rolled  students  who  have  submitted  a  valid 
SER  to  the  institution.”  Other  commenters 
suggested  limitations  on  who  they  would 
have  to  keep  records  on  by  stating  that  such 
phrases  as  "all  grant  recipients"  or  ” valid 
SER’s”  should  be  used  in  the  appropriate 
places. 

Response.  The  Intention  of  §  190.83(a)(1) 
is  to  include  only  those  students  who  have 


submitted  valid  SER’s  to  the  institution. 
The  final  regulation  has  been  amended  ac¬ 
cordingly. 

Comment  Concerning  §  190.83(a)(1),  one 
commenter  wondered  what  the  term  ade¬ 
quate  records  meant.  Further,  the  com¬ 
menter  asked  if  the  institution  would  be  re¬ 
quired  to  keep  separate  individual  records 
or  would  it  be  sufficient  for  the  information 
to  be  maintained  in  appropriate  offices 
throughout  the  institution,  e.g.,  on  the  stu¬ 
dent’s  account  card  in  the  business  office, 
on  the  academic  record  in  the  Registrar’s 
office,  etc. 

Response.  The  term  “adequate  records”  is 
intended  to  mean  those  records  which  are 
enumerated  in  this  section.  Where  the  insti¬ 
tution  chooses  to  keep  the  records  would  be 
up  to  them.  The  records,  of  course,  do  have 
to  be  retrievable  and  available  for  inspec¬ 
tion  at  the  institution’s  offices  as  is  required 
under  subparagraph  (b). 

Comment  Several  commenters  indicated 
that  the  requirement  of  five  years  in 
$  190.83  was  excessive.  Along  this  same  line, 
several  people  suggested  that  either  three 
years  be  used,  or  that  records  would  only 
have  to  be  kept  until  they  were  audited. 

Response.  The  requirement  of  five  years  is 
consistent  with  not  only  other  Title  IV  pro¬ 
gram  regulations,  but  also  with  Section 
434(a)  of  the  General  Education  Provisions 
Act  (20  U.S.C.  1232c(a)). 

Comment  Regarding  the  retention  of  the 
Social  Security  number  in  §  190.83(a)(2),  one 
commenter  Indicated  that  the  school’s 
policy  regarding  the  privacy  of  student  in¬ 
formation  did  not  require  students  to  dis¬ 
close  their  Social  Security  numbers.  Rather, 
that  school  assigned  a  University  identifica¬ 
tion  number  to  each  student. 

Response.  The  student’s  Social  Security 
number  is  already  on  the  Student  Eligibility 
Report  (and  In  fact  is  required  for  Basic 
Grant  application  purposes).  Thus,  when 
the  school  retains  the  SER.  they  will  retain 
the  Social  Security  number. 

§  190.85  Audit  and  examination. 

Comment  Several  commenters  suggested 
that  the  requirement  in  S  190.85(b)(2)  for  an 
audit  to  be  conducted  annually  or  at  least 
every  two  years  be  modified.  While  some 
people  favored  audits  every  year,  and  others 
favored  biennial  audits,  others  suggested 
that  some  small  schools  should  not  have  to 
undergo  audits  (or  that  the  audit  proce¬ 
dures  should  be  substantially  modified  in 
those  cases).  Several  people  also  suggested 
that  the  Office  of  Education  include  some 
definitive  language  to  spell  out  exactly 
which  schools  (based  on  size  and  complexity 
of  their  program)  must  have  annual  audits. 
Paramount  in  many  of  these  comments  was 
the  cost  implication  involved  in  meeting  this 
requirement.  In  fact,  several  of  these  same 
commenters  also  suggested  that  the  Office 
of  Education  provide  funds  for  the  audits  it 
is  requiring. 

Response.  Section  190.85(b)(2)  has  been 
modified  to  require  that  an  audit  be  per¬ 
formed  at  least  once  every  two  years.  An  in¬ 
stitution  may,  of  course,  have  an  audit  more 
frequently  if  it  chooses  to  do  so.  While  the 
Office  of  Education  recognizes  the  validity 
of  institutional  complaints  concerning  the 
costs  of  a  program  audit,  the  authorizing 
statute  docs  not  permit  the  recovery  of 
these  costs  except  for  the  amount  remain¬ 
ing  from  the  administrative  cost  allowance 
after  the  provisions  of  the  Student  Consum¬ 
er  Information  regulations  have  been  met. 


Comment  Concerning  the  “HEW  Audit 
Guide”  mentioned  in  §  190.85(b)(2),  several 
commenters  indicated  that  one  did  not  exist 
yet.  Thus,  they  wanted  to  know  what  they 
should  use. 

Response.  The  “HEW  Audit  Guide”  for 
the  Basic  Grant  Program  has  been  pub¬ 
lished  and  mailed  to  all  eligible  institutions. 
If  an  institution  has  not  yet  received  a  copy 
it  should  contact  the  contact  person  for 
these  regulations.  > 

Comment  One  commenter  questioned  the 
necessity  of  auditing  all  transactions  as  is 
required  in  §  190.85(b).  Instead,  he  suggest¬ 
ed  that  the  audit  guide  should  specify  the 
confidence  levels  required,  and  set  different 
confidence  levels  depending  on  the  size  of 
the  program. 

Response.  All  Basic  Grant  Program  trans¬ 
actions  must,  of  course,  be  available  for 
audit.  The  procedures  that  the  auditor  will 
use  in  each  case  will  be  set  forth  in  the 
“HEW  Audit  Guide.” 

Comment  One  commenter  indicated  that 
it  was  misleading  to  imply  in  $  190.85(b)  that 
the  institution  could  conduct  internal  audits 
themselves. 

Response.  Section  190.85(b)  indicates  that 
the  audit  is  to  be  done  by  the  institution  or 
at  the  institution’s  direction.  In  the  major¬ 
ity  of  cases,  this  will  mean  that  the  audit 
will  be  done  by  an  independent  private  ac¬ 
counting  firm  hired  by  the  institution.  How¬ 
ever,  in  some  cases  an  internal  audit  staff  of 
the  institution  may  be  available  to  perform 
these  audits.  In  these  instances,  the  internal 
auditor  must  meet  the  standard  of  indepen¬ 
dence  as  defined  by  the  United  States  Gen¬ 
eral  Accounting  Office  in  its  publication, 
“Standards  for  Audits  of  Governmental  Or¬ 
ganizations,  Programs,  Activities,  and  Func¬ 
tions.” 

Subpart  H 

§  190.94  Calculation  and  disbursement  of 

awards  by  the  Commissioner  of  Educa¬ 
tion. 

Comment  Concerning  paragraph  (b).  one 
commenter  stated  that  validation  should  be 
performed  by  the  Office  of  Education  for 
students  attending  Alternate  Disbursement 
System  (ADS)  schools. 

Response.  Verification  for  students  at  an 
ADS  institution  will  be  performed  by  the 
Office  of  Education. 

§  190.95  Termination  of  enrollment  and 

refund. 

Comment  One  commenter  asked  it  the 
school  is  required  to  notify  the  Office  of 
Education  of  a  change  in  enrollment  status 
under  paragraph  (a). 

Response.  No,  such  notification  is  not  re¬ 
quired. 

Comment  Two  commenters  suggested 
that  the  word  "unofficially”  be  deleted  from 
paragraph  (a)  because  schools  would  not 
know  if  the  student  has  unofficially  with¬ 
drawn. 

Response.  The  regulation  has  not  been 
changed.  “Unofficial  withdrawal”  refers  to 
situations  where  the  student  leaves  the  in¬ 
stitution  without  completing  official  with¬ 
drawal  procedures.  This  provision  does  not 
Tequire  institutions  to  change  current  proce¬ 
dures  for  withdrawing  students.  Rather,  the 
institution  determines  to  the  best  of  its  abil¬ 
ity  the  date  on  which  the  student  left  the 
institution. 


FEDERAL  REGISTER,  VOL  44,  NO.  18— THURSDAY,  JANUARY  25,  1979 


RULES  AND  REGULATIONS 

Comment  Concerning  paragraph  (b)  two 
commenters  disagreed  with  the  student 
having  to  refund  a  prorated  portion  deter¬ 
mined  by  the  Commissioner.  One  com- 
menter  suggested  that  the  student  should 
refund  a  portion  which  is  consistent  with 
the  institution’s  refund  policy.  The  other 
commenter  suggested  that  this  section 
should  be  amended  to  require  the  student  to 
refund  the  lesser  of  a  prorated  portion  of 
the  Basic  Orant.  or  the  amount  remaining 
to  the  student  following  payment  of  all  out¬ 
standing  room,  board  and  tuition  payments 
for  the  payment  period. 

Response.  No  change  has  been  made  to 
this  section.  Under  the  Alternate  Disburse¬ 
ment  System,  all  payments  and  refunds 
must  be  calculated  by  the  Office  of  Educa¬ 
tion.  Incorporation  of  each  institution's 
refund  policy  or  each  student's  outstanding 
bills  into  the  central  system  is  administra¬ 
tively  infeasible.  A  pro  rata  refund  is  the 
only  method  which  can  be  handled  through 
central  administration  of  the  Program. 
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